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With Th\e Editors 


ood and Bad Yows 


A stronG drive is under way to 
bring about some revision of the 
New York State transfer taxes on 
securities. With revenues so badly 
needed by the state its chances for 
success at this time would seem 
slight, were it not that the case 
speaks for itself. Present rates force 
certain business outside of New 
York, resulting not only in damage 
to local prosperity but in actually 
reduced proceeds from the transfer 
tax. That “law of diminishing re- 
turns” phrase which has such a book- 
ish sound has been tested here and 
found slightly more effective than 
any laws passed at Albany. 

So it looks very much as though 
the security buyer will get one of 
his rare breaks in the way of costs 
before long. We think we know an 
egg that’s about to hatch when we 
see one, particularly when Mayor 
LaGuardia climbs into the nest. 
This chick is overdue so long that 


counting it now is surely permissible. 

But before the congratulations, 
let’s see what else is afoot. The Ex- 
change has had a special committee 
studying income and costs for some 
months. Recently it has been agreed 
that a new schedule of charges for 
services rendered by brokers to their 
customers be inaugurated March Ist. 
Starting then you will incur a mini- 
mum fee each month for owing an 
account—unless you have a debit 
balance. Cutting coupons, trans- 
ferring securities and filing dividend 
claims will in certain circumstances 
also mean charges against your ac- 
count; you will pay extra for tran- 
scripts of statements. Most of these 
charges are fair, in the sense that 
those who get services of various 
kinds should be made to pay for 
them, rather than spread the costs 
over all commission business. Never- 
theless it seems a bit strange that 
when the cause for all this is lack 


of public interest in the market— 
last month registered the poorest 
volume since 1922—the cure should 
be anything likely to discourage 
maintenance of a brokerage account. 

And even stranger is the proposal 
to increase commissions again, when 
the new schedule has already had 
its first birthday. The purpose here 
is to fatten up brokers’ earnings so 
they can contribute to a fund guar- 
anteeing all customers against loss 
through failure of a member. In 
other words, rather than insist upon 
adequate capital supplied by the 
brokers who propose to handle the 
business, the customers would be 
called upon for what amounts to a 
capital contribution, to see that when 
a broker fails his liabilities will be 
met in full. The Exchange is look- 
ing now for other ways to raise the 
surety fund; let’s hope one can be 
found before any such blunder as 
this proposal even reaches a vote. 








Part Il in This Issue. 


*** IN THE NEXT ISSUE *** 


Appraisal and Special Dividend Forecast 


Part I!i—Metals, Oils, Building Materials, Chain and Department Stores, 
Mail Order Companies, Miscellaneous Issues 


Part | in the Issue of January 27—Aviation, Public Utilities, Machinery, 
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Railroads and Rail Equipment, Farm, Business and Electrical Equipment. 
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Nesmith 


Viipuri at the head of the Gulf of Finland has the misfortune of being a key 
city—therefore a bomb target. From here to Leningrad is about half the 
distance between New York and Albany, although neighborliness in Europe 


varies inversely with proximity. The article starting on page 532 is devoted 


to the possible effects spreading war will have on American industries. 
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LAURENCE STERN, Managing Editor 


Questions of the Day 


In which direction is the business price structure 
heading—up or down? 

It is confusing, isn’t it? Rather substantial cuts in the 
prices of refrigerators coincide with increases in tires. Silk 
and cotton are at the moment reversing their slides of 
the recent past while copper, lead and zinc lose some 
oftheir gains. Iron ore weakens and brings into question 
the steel price structure, but the mail order companies 
are doing a land-office business at slightly higher catalog 
_ prices. These are all very short term trends, so that in 
a general way it might be said that prices are still point- 
ing upward. There is a hint, though, that raw materials 
are not doing as well as finished products. It may be 
that the manufacturer’s spread between the two, out of 
which he must take his profit, is beginning to regain the 
ground lost over the last few months. 


is a jump in war orders likely in the near future? 

Every indication points that way. The Allies have 
a much clearer idea now of what they need most outside 
of airplanes; their purchasing machinery is ready to 
handle the details that go with diversified volume; and 
spring with its threat of all-or-nothing warfare is short- 
ening the time in which defenses can be strengthened. 
The timing really depends on the last consideration, 
of course. If the Allies are convinced that the drive 
will come soon and will be a life and death affair to them, 
the orders are indeed imminent. But it is noticeable that 


the buying known to have taken place already differs 
from that of the last war in an important way. Instead 
of buying cartridges or shells, they buy the machinery 
to make them. Instead of cannon they buy semi- 
finished steel. Most of all they evidently want the 
instruments of production—the tools and machinery— 
which along with the raw materials will enable them to 
turn out their own equipment. It is after all the logical 
way to go shopping, although urgency might at any 
time outweigh logic and force a change. 


Would success in the drive for Governmental 
economy and a balanced budget—the end of deficit 
spending—exert a deflationary influence on busi- 
ness? 

Those who consider deficit spending inflationary, or 
value its “pump-priming” effects, naturally claim that 
a swing back in the other direction is deflationary. If 
the Government suddenly stops supplying citizens with 
pocket money in excess of what it takes from them, it 
seems obvious that their necessarily reduced spending 
will cause a business contraction. That was the apparent 
cause of the 1937 downturn; in fact the 1937 example 
is relied upon to clinch the whole argument for an un- 
balanced budget. But when the record is examined 
more closely it discloses certain major objections to the 
theory. For example, was it our lack of education in the 
new economics that permitted us to stage our greatest 
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period of prosperity back in the twenties when Gov- 
ernment receipts were exceeding expenditures and 
the debt was being reduced? 

Or to attack the spenders at their supposedly strong- 
est point, take the 1937 case. Although deficits were 
on the decline all year, income of consumers actually 
increased until the industrial slump in September turned 


it downward. The support the Government can give to 
consuming power is not only relatively puny—it is s0 
spasmodic and undependable that it can be accused of 
taking away more than it gives. Any deflationary effects 
that might follow the effort to balance the budget would 
be quickly offset by a gain in business confidence. If 
that is deflation, it might be a worth while experiment. 





The Trend 


THEY MEAN IT... A few weeks ago, when President 
Roosevelt’s budget message put Congress on the spot 
with a call both for reduced expenditures and increased 
taxes, it was the somewhat cynical consensus that lavish 
spending would go merrily on. How could Congress 
reduce appropriations in an election year? When House 
Democrats made their preliminary gestures toward 
economy there was continued incredulity. 

But enough time has now elapsed to show that there 
is real fire under the Congressional economy smoke—and 
the reasons for the changed attitude are becoming 
increasingly clear. After nearly seven years of New Deal 
deficits, public spending of borrowed money has lost 
much of its political sex appeal. The voters back home 
are letting it be known in no uncertain fashion that they 
don’t want more spending and that they won’t stand 
for more taxes. The instantaneous and apparently suc- 
cessful revolt of New York State taxpayers against 
Governor Lehman’s proposed increase in the income 
levy is a most significant straw in the wind. 

In short, economy in government is now expedient 
politics—all the more so because this is an election year. 
As a result, the minority of Representatives long genu- 
inely aghast at the Government’s fiscal situation has 
been swelled into a formidable economy bloc. Certainly 
the House—and probably the Senate—will make a 
determined effort not only to stay within Mr. Roosevelt’s 
budget total but to cut it enough so that new taxes of 
any kind can be avoided. This is good sense and smart 
politics. It will cut some of the ground from under the 
feet of Republican orators all set to campaign next 
autumn against New Deal spending and taxing. 

In contrast, it can only be said that the Republican 
leaders of the New York State Legislature were incredi- 
bly dumb when they secretly agreed to go along with the 
Governor on increased spending and higher income 
taxes — only to be forced into a belated retreat by the 
explosive public reaction. Many of these gentlemen will 
be taking the stump later this year to attack “New Deal 
waste and extravagance.” 


NEWS BEHIND THE NEWS... Often the most signifi- 
cant European news is not in the screaming headlines 
but in the supplementary odds and ends tucked away 
in the dispatches of reliable American correspondents. 
Thus, hitler’s most recent speech—again shouting defi- 


of Events 


ance to the world and again proclaiming the German 
people’s united support of his regime—told us nothing 
new, but the circumstances surrounding that speech were 
much more revealing to the outside world than the Nazis 
probably realized. In the words of the New York Times 
correspondent: 

“Tt was the first speech Herr Hitler had made since 
November 8, when he escaped a bomb in Munich by 
eleven minutes, and the most elaborate precautions were 
taken to assure his safety. The fact that he would make 
the speech was kept secret until noon today, and the 
place at which it was to be given was kept secret in 
Germany until the speech began, although the British 
radio announced it long before that. 

“The audience, mostly elderly people, marched to the 
Sportpalast without being informed of the purpose, and 
throughout the speech spotlights were played on the 
audience to reveal every movement of every individual.” 

The correspondent added that Hitler was accompanied 
by “an exceptionally large bodyguard” and that, while 
he appeared to be in perfect health, “it was noticed that 
during Dr. Goebbels’s introductory speech Herr Hitler 
nervously played with his hands.” 

Why did the Nazis trust the British with advance 
information as to where the speech would be held but not 
the German public? What was the Great Man afraid 
of? Why was it that those herded into the hall were 
“mostly elderly people”? Could it be that Germary’s 
blind love for the former paper-hanger is a bit less than 
unanimous? We don’t know the answers, at least not 
positively—but around the whole performance there is 
a kind of foul smell which we enjoy immensely. 


WHO WORKS WHERE? .. . Public officials, social 
workers, educators, lecturers and writers galore cot- 
stantly tell us that “industry” must solve the unemploy- 
ment problem or government will have to. Valid excep- 
tion can be taken to the definition of the problem and 
the responsibility. We are quite willing to agree that if 
adequate employment can not be provided by the 
functioning of the capitalist system the system will have 
to be changed or supplemented. But the capitalist 
system and “industry” are not quite the same thing. — 

As commonly voiced, the demand that “industry 
solve the unemployment problem is aimed at the mass 
production, manufacturing industries. We hear n0 
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exhortation for farmers to take on more hired men, 
housewives to hire more servants, small merchants to 
employ more clerks, lawyers to employ more stenog- 
raphers, restaurants to take on more waiters—yet all 
of these gainful occupations and hundreds of others are 
vital parts of the picture. 

In December there were 11,008,000 persons employed 
in manufacturing industries, according to the National 
Industrial Conference Board. This was 4.6 per cent 
more than in December, 1929. It was approximately 
9% per cent of the total number of individuals gainfully 
employed, as compared with 21 per cent in 1929. The 
major sore spots of unemployment are construction, 
down 27.5 per cent in December, as compared with 
December, 1929; transportation, down 18.9 per cent; 
public utilities, down 20 per cent; and 
trade, distribution and finance, down 
5.6 per cent. These occupations ac- 
counted for a total employment decline 
of 2,106,000 persons, but this was 
almost offset by the total increase of 
employment in manufacturing, service 
occupations and farming. 

Total employment in December was 
46,283,000 or only slightly less than 
46,744,000 employed in December, 
1929. The total labor force, however, 
was 54,711,000, as compared with 
48,663,000 in December, 1929. The 
difference of 6,048,000, reflecting a 
decade of population growth while the 
economy made no net progress in total 
activity, accounts for the bulk of pres- 
ent unemployment. The question is whether the capi- 
talistic system is incapable of taking up this slack or 
whether it has been temporarily prevented from doing 
so by man-made obstacles, including certain unduly 
restrictive governmental policies. We think time will 
demonstrate the latter. 


CAME THE DAWN ... “At this time there are not 
enough jobs in private industry to go around. This is 
largely due, in our opinion, to the fact that lack of confi- 
dence has stunted business growth and expansion. . . . 
We urge that all Government actions that tend unnec- 
essarily to discourage business expansion cease and that 
a positive effort be made to encourage greater industrial 
activity. We have learned the lesson that when oppor- 
tunities for profit diminish, opportunities for jobs like- 
wise disappear.” 

The foregoing statement was not issued by the United 
States Chamber of Commerce or the National Associa- 
tion of Manufacturers or the Republican National Com- 
mittee. It is a passage, believe it or not, from a recent 
declaration of the executive council of the American 
Federation of Labor. That the latter organization has 
at length acknowledged the community of interest that 
necessarily exists between capital and labor, at the same 
time recognizing that the mainspring of all business 
activity in a profit economy is the prospect for profits, 








is altogether heartening. How much more so it would 
be if these sentiments were also publicly and sincerely 
espoused by the Administration. 

The AF of L’s stand, of course, is simply one more 
bit of evidence of the extent to which public opinion 
in this country has swung away from the left and back 
toward the middle of the road in the past couple of 
years. Because this transition is of the utmost political 
importance, it is also highly significant from the stand- 
point of business and investment. In connection with 
the changing attitude toward Federal spending and tax- 
ing, it indicates the possibility that another cycle of 
Government-business-labor relations has begun. 


HOW'S BUSINESS? . . . The answer to that one being, 
of course, “not bad.” For in its annual 
compilation of industrial profits, the 
National City Bank of New York re- 
veals that 370 leading manufacturing 
corporations, including those whose fis- 
cal year closed prior to December 31, 
had profits in excess of losses last year 
to an amount of approximately $329,- 
000,000, a gain of better than 100 per 
cent over the $159,000,000 aggregate 
net earnings of these same companies 
in 1938. Much of the improvement, 
the bank points out, was due to the 
fact that numerous concerns which had 
operated in the red the year before last 
moved into the black last year. Net 
worth or shareholder’s equity of the 
group as a whole totaled $4,392,000,000 
at the beginning of 1939. The year’s profits represented 
an average return of 7.5 per cent on this figure against 
a return of 3.6 per cent on a slightly higher net worth 
the year before. 

In connection with these percentages, however, it 
should be noted that while they no doubt present a fair 
picture of return on net worth of the country’s larger 
established enterprises, they probably do not reflect the 
degree of profitability of manufacturing industry as a 
whole including the multitude of smaller marginal con- 
cerns that comprise the great bulk of it. Average busi- 
ness activity and profits of our larger corporations last 
year were about on a par with 1936. In the latter year, 
however, well over half of the 479,000 domestic corpora- 
tions filing income tax returns with the Government lost 
money. The proportion in 1939 was certainly as large 
and perhaps larger. 

The point is one that might well be considered by 
those who, pointing to results of a few large companies, 
suggest that business could easily, if it so desired, lower 
prices and raise wages and still earn a “fair return.” As 
a matter of fact, their whole conception of profits, which 
they apparently regard as something static, a margin 
added at will to costs, is ingenuous. This conception, 
incidentally, usually goes hand in hand with that of busi- 
ness as a homogeneous organization capable of concerted 
and uniform action. 
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Market Near Testing Spot 


it remains a "wait and see" market. Spring war contingencies 
are the No. 1 uncertainty, spring business outlook uncer- 
tainty No. 2. With the test period drawing near, the beacon 


lights are dim. 


We advise continued caution and patience. 


BY A. T. MILLER 


isis the April low last year to the September high, 
the market spent five months in a phase of irregular ad- 
vance. It is difficult to realize, but possibly significant, 
that since the autumn peak almost the same amount of 
time has been spent in irregular decline. Yet if the highs 
of last March, September and October, and the lows of 
May, June and August be considered the extremes of a 
broad trading range, the average is today exactly at the 
halfway point. The ground gained is being relinquished 
very grudgingly. 

A normally correct line of reasoning would put a bull- 
ish interpretation on the behavior of the market in 
spending so much time in reaction without cancelling its 
earlier improvement. The assumption would be that 
since the correction has been sufficient in number of 
points in relation to the advance, and more than suffi- 
cient in elapsed time in relation to the advance, a turn 
should be very close at hand. 

The obviously abnormal conditions prevailing today 
are one argument against accepting too willingly the 
normal reasoning. Refusal of stock prices to move in 
line with business and earnings all during the last quar- 
ter of 1939 was proof of that. Furthermore, there is one 
fairly rigid requirement of a secondary correction that 
has not yet been fulfilled. Sometime before such a move- 
ment ends, usually just before, it should become sud- 
denly clear to all exactly what the market has been 
worrying about. The bad news, in other words, should 
come right out into the open and possibly cause a selling 
climax, which, because based on developments of the 
past rather than the future, offers the chance to pick up 
unusual bargains. 

Whatever the sour note in the present market—and 
there most evidently has been one for a long time—it has 
not reached the stage of general acceptance. One man 
worries about the European war and the spring drive 
which may be the first step toward involving this coun- 
try. At best he visualizes the danger that the Allies 
may be forced to dump their holdings of American secu- 
rities on the New York market. At worst he foresees a 
coalition of opposing forces which will put property 
throughout the world in jeopardy. 


526 





But while the situation in Europe has its dangers, not 
everyone sees them as outweighing the possible advan- 
tages to this country so far as the immediate future 
goes. Allied buying arrangements have been going 
ahead, and the coming of a crisis would greatly increase 
their willingness as customers. A large section of opin- 
ion, probably the majority, fears peace more greatly 
than any other predictable European development, for 
its early effects on American business. 

The point here is that the sense of foreboding which 
envelopes all thinking on industrial or financial sub- 
jects can be lifted only by some clarifying events to 
come. The events may be pleasant or unpleasant, they 
may or may not justify the precautions many have 
taken in fear of them, but they must be out of the way 
before a sustained move in the market will be probable. 

In this sense, although the time consumed in the cor- 
rection of the September rally has been practically equal 
to the whole duration of the forward movement, the 
thought we expressed two weeks ago still holds apparent- 
ly true. It is that time holds the key to the next phase; 
that only its passage can settle one way or the other the 
doubts now impeding things. Regardless of position 
inside the trading range, the averages must be inter- 
preted with a calendar of future extraneous influences iD 
hand. 

Not all worries, of course, center around the European 
war or such difficult subjects as the outcome of our fric- 
tion with Japan or the trend of domestic politics. The 
business picture is disturbing enough in itself, even 
though the chances of a decline had been very thor- 
oughly discussed long before the first of the year. Now 
that the expected slackening in orders and drop in pro- 
duction rates is actually under way, it remains to be de- 
cided how much more discouragement the market will be 
called upon to take from this quarter. 

What may be insufficiently realized by those still doing 
their thinking along pre-Hitler lines is that threats to 
market sentiment are now usually threats to business 
sentiment. The sense of foreboding affecting investors 
has its counterpart among business men, even among 
those who give not a hoot what the market does. They 
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react to almost the same stimuli, and as it happens with 
almost the same sensitivity. Either the business world 
is buying copper and ordering steel requirements ahead 
today, or it is waiting as investors do for the next psy- 
chological moment when a reasonable section of the fu- 
ture will be discernible. 

We can not call the industrial situation essentially 
sound or unsound here, except in a broad long-term 
sense, simply because industry too is wondering over what 
is to come next. The most important elements in the 
business picture today are the unknowns; and guessing 
when or how they will be removed is a futile pastime. 

To hinge market policy on business trends alone is 
therefore impractical so long as we have this watchful 


waiting attitude on both sides of the fence dividing them. 
Only if we believe that business will get the go-ahead sig- 
nal first, anticipate the market trend as it infrequently 
does, would it be conclusive to show business apparently 
past the worst of its decline while stocks still refused to 
lift off bottom. And so far, all we can say of the down- 
trend in industrial activity is that it is no more severe 
than might have been expected. 

The burden of proof is apparently still on the bull side, 
as it has been since shortly after the war broke out. 
When it will shift is a wide open question, but we are in- 
clined to doubt if there will be much profit from here on 
in outright pessimism. The most valuable quality at the 
moment is patience. —Monday, February 5. 
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Market Near Testing Spot 


it remains a "wait and see" market. Spring war contingencies 
are the No. 1 uncertainty, spring business outlook uncer- 
tainty No. 2. With the test period drawing near, the beacon 


lights are dim. 


We advise continued caution and patience. 


BY A. T. MILLER 


ais the April low last year to the September high, 
the market spent five months in a phase of irregular ad- 
vance. It is difficult to realize, but possibly significant, 
that since the autumn peak almost the same amount of 
time has been spent in irregular decline. Yet if the highs 
of last March, September and October, and the lows of 
May, June and August be considered the extremes of a 
broad trading range, the average is today exactly at the 
halfway point. The ground gained is being relinquished 
very grudgingly. 

A normally correct line of reasoning would put a bull- 
ish interpretation on the behavior of the market in 
spending so much time in reaction without cancelling its 
earlier improvement. The assumption would be that 
since the correction has been sufficient in number of 
points in relation to the advance, and more than suffi- 
cient in elapsed time in relation to the advance, a turn 
should be very close at hand. 

The obviously abnormal conditions prevailing today 
are one argument against accepting too willingly the 
normal reasoning. Refusal of stock prices to move in 
line with business and earnings all during the last quar- 
ter of 1939 was proof of that. Furthermore, there is one 
fairly rigid requirement of a secondary correction that 
has not yet been fulfilled. Sometime before such a move- 
ment ends, usually just before, it should become sud- 
denly clear to all exactly what the market has been 
worrying about. The bad news, in other words, should 
come right out into the open and possibly cause a selling 
climax, which, because based on developments of the 
past rather than the future, offers the chance to pick up 
unusual bargains. 

Whatever the sour note in the present market—and 
there most evidently has been one for a long time—it has 
not reached the stage of general acceptance. One man 
worries about the European war and the spring drive 
which may be the first step toward involving this coun- 
try. At best he visualizes the danger that the Allies 
may be forced to dump their holdings of American secu- 
rities on the New York market. At worst he foresees a 
coalition of opposing forces which will put property 
throughout the world in jeopardy. 
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But while the situation in Europe has its dangers, not 
everyone sees them as outweighing the possible advan- 
tages to this country so far as the immediate future 
goes. Allied buying arrangements have been going 
ahead, and the coming of a crisis would greatly increase 
their willingness as customers. A large section of opin- 
ion, probably the majority, fears peace more greatly 
than any other predictable European development, for 
its early effects on American business. 

The point here is that the sense of foreboding which 
envelopes all thinking on industrial or financial sub- 
jects can be lifted only by some clarifying events to 
come. The events may be pleasant or unpleasant, they 
may or may not justify the precautions many have 
taken in fear of them, but they must be out of the way 
before a sustained move in the market will be probable. 

In this sense, although the time consumed in the cor- 
rection of the September rally has been practically equal 
to the whole duration of the forward movement, the 
thought we expressed two weeks ago still holds apparent- 
ly true. It is that time holds the key to the next phase; 
that only its passage can settle one way or the other the 
doubts now impeding things. Regardless of position 
inside the trading range, the averages must be inter- 
preted with a calendar of future extraneous influences iD 
hand. 

Not all worries, of course, center around the European 
war or such difficult subjects as the outcome of our frie- 
tion with Japan or the trend of domestic politics. The 
business picture is disturbing enough in itself, even 
though the chances of a decline had been very thor- 
oughly discussed long before the first of the year. Now 
that the expected slackening in orders and drop in pro- 
duction rates is actually under way, it remains to be de- 
cided how much more discouragement the market will be 
called upon to take from this quarter. 

What may be insufficiently realized by those still doing 
their thinking along pre-Hitler lines is that threats to 
market sentiment are now usually threats to business 
sentiment. The sense of foreboding affecting investors 
has its counterpart among business men, even among 
those who give not a hoot what the market does. They 
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react to almost the same stimuli, and as it happens with 
almost the same sensitivity. Either the business world 
is buying copper and ordering steel requirements ahead 
today, or it is waiting as investors do for the next psy- 
chological moment when a reasonable section of the fu- 
ture will be discernible. 

We can not call the industrial situation essentially 
sound or unsound here, except in a broad long-term 
sense, simply because industry too is wondering over what 
is to come next. The most important elements in the 
business picture today are the unknowns; and guessing 
when or how they will be removed is a futile pastime. 

To hinge market policy on business trends alone is 
therefore impractical so long as we have this watchful 


waiting attitude on both sides of the fence dividing them. 
Only if we believe that business will get the go-ahead sig- 
nal first, anticipate the market trend as it infrequently 
does, would it be conclusive to show business apparently 
past the worst of its decline while stocks still refused to 
lift off bottom. And so far, all we can say of the down- 
trend in industrial activity is that it is no more severe 
than might have been expected. 

The burden of proof is apparently still on the bull side, 
as it has been since shortly after the war broke out. 
When it will shift is a wide open question, but we are in- 
clined to doubt if there will be much profit from here on 
in outright pessimism. The most valuable quality at the 
moment is patience. Monday, February 5. 
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How Much Business Reaction? 


Economic Factors Suggest Only Moderate Recession But 
Non-Economic Influences May Become Dominant 


BY WARD GATES 


‘te trend of business in the uncertain weeks ahead of 
us will be determined partly by predictable economic 
influences, partly by such imponderables as domestic 
political developments and foreign events. As was demon- 
strated again at the outbreak of war in September, non- 
economic stimulants, irritants or depressors often vitally 
influence the judgments and emotions which govern 
business men in their willingness or unwillingness to make 
forward commitments—and forward commitments by 
business managers are the most sensitive key to the 
economic cycle. 

The current business situation, in a nutshell, is this: 
Aggregate business activity has to date declined by 
slightly more than 4 per cent from the fourth quarter 
recovery high; total industrial production has declined 
by nearly 7 per cent. The current flow of new orders for 
consumption goods is down 27 per cent from the high; 
new orders for consumers’ durable goods—supported by 
strong demand for automobiles—have levelled off close 
to a high maintained for the past three months; new 
orders for capital goods are at a rate some 30 per cent 
under their peak. Retail demand for general merchan- 
dise has fallen off by approximately 3.6 per cent from the 
year-end high. 

In short, the level of new demand does not support 
the present rate of production, the aggregate backlog 
of orders accumulated by producing industries is being 
gradually eaten into, and industrial production will con- 
tinue to ease off until either a solid economic balance is 
established or fresh stimulants come to hand. 

Except for being at a higher level, the existing eco- 
nomic relationships are somewhat similar to what they 
were after the brisk expansion in new orders and pro- 
duction during the second half of 1938. By November- 
December, 1938, new orders and production had risen 
sufficiently out of line with consuming demand to create 
a temporary condition of excess and economic unbalance. 
With consuming demand remaining favorable, a solid 
economic balance was again attained by the end of 
May, 1939, after which orders and production renewed 
the advance. The latter movement, gaining vigor last 
summer, was the second phase of the major recovery 
cycle which started in the spring of 1938. On any busi- 
ness chart the acceleration of the rise following start 
of the war looks like an extension of this second phase 
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but psychologically, as well as with respect to its radical 
alteration of previous inventory policy and price rela- 
tionships, it represented a distinct third phase of the 
cycle. 

There can probably be little doubt that a recovery top 
has been seen for some time to come. Wherever the 
present recession terminates and wherever new expan- 
sionist forces take hold, we can hardly hope under the 
most favorable contingencies to match the fourth quarter 
peak in industrial activity at any time within the first 
half of the year. Whether we can do so within the 
second half must for the present remain wholly con- 
jectural, since it depends upon contingencies beyond 
rational forecast from today’s limited perspective. 

At the peaks reached in the fourth quarter forward 








CAPITAL GOODS SET THE PACE 

















100 K, + 
TO CONSUMERS v4 A 
oo —_/ peice) al 






4 "PRODUCTION OF 
le NONDURABLE GOODS 








PRODUCTION = 
PRODUCERS DURABLE GOODS 


— 
r e 4 


ow || 
ne) 








n 
So 











100=ESTIMATED LONG TERM TREND 























Ss = | ae 
PRODUCT ey OF 
CO S DURABLE 
é ~*~ OODS 14 
Ey CE OY We HBR Te OE PD ee Yes HR eT el Yu Le Ye Te 
1938 1939 40 


JANUARY ESTIMATES BY AUTHOR 
FEDERAL RESERVE BANK OF N.Y. STATISTICS 





















THE MAGAZINE OF WALL STREET 














buying 
sumptic 
in 1938 
busines 
forepar' 
decline, 
from D 
from 1¢ 
back in 
from re 
things,” 
we shal 
not pre 
hand, | 
psychol 
externa 
in the ] 

Aside 
ground. 
cushion 
at the ¢ 
modera 
above 1 
income 


s new or 


level at 
to supp 


Seco! 
the wa 
that it 
itis at 
in price 
tion wh 
will be 
to the 
In othe 
portion 
is, the 
quite 
stantia 
themse 
anothe 
nor do 
than a 

Thir 
quarte 
level r 
30 per 
still w 
is 81 p 
There 
boom | 
see sin 
1937 a 
followe 
first g 
each 0 
ous we 
factor: 

For 


for cay 




























puying was further out of line with the existing con- 
sumption pace than at the point of excess reached late 
in 1938. Other things being equal, we could expect a 
business reaction at least as protracted as that in the 
forepart of 1989—and probably exceeding it in scope of 
decline, the drop in the Reserve Board production index 
from December, 1938, to May, last year, having been 
from 104 to 92, or 11.5 per cent. A proportionate set- 
back in the present instance would carry this index down 
fom recent high of 128 to around 112-114. “Other 
things,” however, are not equal. On the one hand, as 
we shall see, there are supporting forces present that were 
not present in the 1938-1939 recession. On the other 
hand, it must be conceded that the potentiality of 
psychological shock inherent in the war is a greater 
external uncertainty than any which confronted business 
in the 1938-1939 recession. 

Aside from the inflationary monetary-credit back- 
ground, there are three important respects in which the 
cushion under business activity is stronger than it was 
at the close of 1938. First, consumer demand—although 
moderately under the top level of early January—is far 
above what it was at this season in 1939; and national 
income, which lags several months behind changes in 


> new orders and production, will remain at a favorable 


level at least well into the second quarter, thus tending 
to support retail demands. 


The Inflationary Influence 


Second, the obvious business consensus must be that 
the war is basically inflationary on commodity prices, 
that it may become more dynamically inflationary than 
itis at present, and that additional longer range advance 
in prices is at least more likely than a major price defla- 
tion while war continues. The net effect of this consensus 
will be that business men will not let inventories return 
to the low levels existing just before the war started. 
In other words, for the duration of the war, a substantial 
portion of the excess production of recent months—that 
is, the excess over current consumption—will remain 
quite cheerfully in inventories; and inventories sub- 
stantially higher than those of last August would not of 
themselves by any means preclude the beginning of 
another forward buying movement in the second quarter, 
nor do they necessarily meanwhile dictate anything more 
than a minor and temporary correction in production. 

Third, demand for capital goods at its highest fourth 
quarter level was more than 50 per cent above the best 
level reached in the 1938 upturn. Moreover, despite a 
30 per cent decline from the fourth quarter peak, it is 
still well above the top level of December, 1938, and 
is 31 per cent higher than at the start of February, 1939. 
There are two ways of looking at the recent spectacular 
boom in orders for capital goods. If you chart them, you 
see similar sharp peaks in such years as 1919, 1923, 1929, 
1937 and 1939—each such peak heretofore having been 
followed by either a depression or a serious set-back. At 
first glance the implications are frightening, but when 
each of these booms is examined carefully we find previ- 
ous weaknesses not now present and present supporting 
factors not previously effective. 

For example, the 1919, 1923 and 1929 peaks in demand 
for capital goods reflected far more excessive long range 
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optimism than the 1939 performance. That is to say, 
the recent capital goods boom was dictated by a pressing 
and immediately visible demand for goods in a setting in 
which a tremendous accumulated obsolescence and 
deficiency of productive facilities happened to exist. 
With confidence in the long range expansion of the 
American economy at a far lower ebb than in 1919, 1923 
or 1929, it follows that demand for capital goods today 
must be geared more closely to demonstrable needs than 
was the case in the earlier booms herein referred to. 
In the present situation there are no inventory excesses 
or maladjustments of industrial operating costs com- 
parable to those of 1919 or 1937; and, of course, no bank 
credit or stock market excesses comparable to those 
of 1929. 

This leaves the 1923 capital goods rise as the only 
precedent out of the four that is worthy of attention— 
and in a war setting it appears highly improbable that 
the current reaction can extend to anything like the pro- 
portions of that from the summer of 1923 to the summer 
of 1924. Just as the implications of the war will tend to 
keep business inventory policy more liberal than that 
existing just prior to the war, so will demand for capital 
goods be maintained at a relatively favorable level as 
long as possible future war orders and possible future 
war-created price inflation figure in the reckoning. 

On the evidence and the reasoning advanced up to 
this point we come to the following conclusion: The 
business reaction probably will terminate by late April, 
lasting not quite as long as (Please turn to page 577) 
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The United States vs. Japan 


BY E. K. T. 


Sx months ago when the State Department served 
notice to abrogate the U. S.-Japanese commercial treaty 
it was generally felt that the United States would have 
Japan on the torture rack and by tightening the screws 
now and then could eventually dictate a settlement of 
Asiatic problems. 

Now that the treaty has expired it appears that we 
have a bear by the tail and it’s a question whether we 
will end up with a new bearskin doormat or some nasty 
tooth and claw wounds. 

The Administration, and the American people in gen- 
eral, are mighty sore at what Japan is doing in China, 
and we now have it in our power to wage a serious 
economic war against the Island Empire to force a 
change in her tactics. But the Nipponese don’t take 
things like that lying down, and they have it in their 
power to retaliate in a great many ways which in the 
long run might prove both embarrassing and costly to 
us. Each nation says the next move is up to the other, 
and each is watching the other like a cat watching a 
mouse hole. 

Nothing is happening now. The treaty expired peace- 
fully and trade goes on as before and may continue so 
for a long time except that commercial commitments 
are hazardous because relations are on a 24-hour basis. 
The U. S. has rejected all suggestions for negotiating a 
new treaty or even a temporary modus vivendi. With no 
guarantee of fair treatment (except as to patents), 
Japanese trade can be subjected to a variety of hard- 
ships without notice. But meanwhile all Japanese 
privileges under the dead treaty continue, and so do 
American privileges in Japan and the Japanese-occupied 
areas of China. Sooner or later some incident is bound 
to happen to upset the status quo, and then the war 
of retaliation may start furiously. 

Objectives of the U.S. are (1) to stop Japanese insults 
to American citizens, destruction of American personal, 
missionary and commercial property, and interference 
with American trade in China, and (2) to maintain the 
integrity of China and the “open door” policy for 
American trade in the future. Japanese objectives are 
to subdue Chinese resistance, establish the “new order 
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in Asia,” monopolize Chinese trade to the exclusion of 
other countries, and emerge a proud and dominant 
Pacific and world power. Japan promises apology, 
restitution, and correction for current grievances caused 
by the “China incident,” and says the “new order” will 
not exclude U. S. trade, but the effectiveness of these 
assurances is doubted here and actions belie them. In 
the final analysis the controversy boils down to this: 
will the U. S. let Japan have her way in China and the 
Pacific? Obviously there can be no face-saving com- 
promise, and the ultimate answer lies years ahead. 

Short of a shooting war, the U. S. can, if provoked, 
crack down on Japan by: deporting hundreds of Japanese 
“treaty merchants” in the U. S.; imposing heavy tonnage 
taxes on Japanese ships entering our ports; denying 
Japanese goods duty concessions made to other coun- 
tries; imposing a 10 per cent duty on all Japanese goods 
imported in alien vessels; imposing countervailing duties; 
imposing special high duties or even embargoes on Jap- 
anese imports whether or not now dutiable; refusing to 
buy Japanese gold; maintaining a big navy in the Pacific; 
embargoing exports to Japan. 

Japan can retaliate by: deporting Americans from 
Japan and China; interfering further with American 
property and rights in China; declaring war on China, 
thus preventing further U. S. credits to China under war 
neutrality act and permitting seizure of shipments to 
China; making heavy commercial inroads in Central and 
South American nations to get supplies denied here; 
forming an alliance with Russia to crush China quickly 
and control the Western Pacific; and, if sufficiently bold 
or desperate, by attempting to capture the Dutch East 
Indies for their oil and other resources, by joining Ger- 
many in war against England and France to gain control 
of their Pacific outposts, and, perhaps, ultimately, chal- 
lenging the United States to a naval war. 

In an economic war of attrition Japan would suffer 
greatly since we are her chief market for silk and the 
chief source of her oil, steel, cotton, machinery, and 
other essential imports. But we would suffer plenty by 
cessation of this same trade. And there is no positive 
assurance that Japan could not get supplies elsewhere 
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by trade or by force or win a quick victory in China and 
thumb her nose at us. 

The war in Europe complicates things. Japan can’t 
sll to or buy from Germany—a serious blow—and trade 
with the allies is now more difficult. But England and 
France will export whatever they can spare to pay for 
needed imports, and their fleets are too busy near home 
to threaten Japanese expansion to tne South. They may 
be alarmed at Japanese aggression in their Asiatic 
gheres, but they can fight but one war at a time and 
can’t be expected to help us put the economic screws on 
Japan at this time. 

U. S. diplomats apparently figured expiration of the 
treaty would cause a change in Japanese policy, but 
they were disappointed. The recent cabinet shuffle 
left the army clique on top, and there is no weakening 
in the determination to accomplish the “new order” in 
China or die in the attempt. The State Department is 
content to let the economic sword of Damocles hang 
over Japan until she makes some concessions—and they 


would have to be big ones—or breaks under the war 
of nerves and causes an incident giving us an excuse to 
crack down a bit. Then there will be another waiting peri- 
od to see whether Japan sobers or gets more desperate. 

The Senate is beginning to realize some of the eco- 
nomic and diplomatic consequences of an anti-Japanese 
policy, and talk of embargoes on exports to Japan is 
less bold than when the treaty made these impossible. 
This suits the Administration, for it would like to 
maneuver Congress into setting, or appearing to set, 
foreign policy. Chances are Japanese embargo bills 
will cool on the shelf for a while with possibility of 
quick passage any time Japan gets rough. But what 
the Administration would like is for Congress to vote 
the President discretionary power to embargo exports 
of war and perhaps all materials to nations which bomb 
civilians or violate treaties to which the U. S. is a party 
(such as the Nine-Power Pacific pact). This would 
have the desired result without mentioning Japan or 
appearing to discriminate against her. 





CAPITOL BRIEFS 


Third term position of Roosevelt may be smoked out 
in few weeks. Potential candidates and other party 
leaders are saying he is injuring the party by his silence, 
and in several states with early primaries delegates must 
have a candidate’s consent. Attempt 

to get around this in Ohio failed 

when Senator Donahey refused to 

be a favorite-son stooge for third 

termites, but New Deal strategists 

are still trying to get vest pocket 

delegations without a commitment 

fom F. D. R. Roosevelt would 

like to defer definite announcement 

as long as possible to encourage a 

draft movement which he could, if 

desired, throw to a favored New 

Dealer like Attorney General Jack- 

son or Justice Douglas who could 

get little convention support other- 

wise, 


John L. Lewis’ recent blasts at 
Roosevelt and New Dealers have 
been foreshadowed for some time. 
It means the split in labor move- 
ment will continue and that a 
Democratic candidate will have 
to promise much to get Lewis’ 
active support. Also means Lewis 
will not have much political influence in next cam- 
= as most politicians consider his endorsement a 
lability. 


Wide World Photo 


Economy wave in Congress is too good to be true. 
Already there are waverings and partial restoration of 
ippropriation cuts, and bigger fights are yet to come. 
Result will be total appropriations somewhat under 
budget estimates, possibly enough to avoid new taxes 
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Ambassador Grew has in Japan the most 
ticklish of U. S. diplomatic posts. 


now. Most encouraging is that Congress has taken 
Roosevelt’s challenge to cut spending and answered 
his perpetual question of where and how to cut, which 
reflects national feeling that much New Deal spending 
is unncessary and budget can be 
balanced if there’s a will. 


Bonneville steel plant project is 
being actively pushed by White 
House and many government de- 
partments with particular emphasis 
on an untried wood coke process. 
Motives include: national defense, 
market for Bonneville power, new 
steel basing point, development of 
Northwest mineral resources, repeti- 
tion of T V A experiment in decen- 
tralizing industry and developing a 
new industrial center, utilization of 
waste wood, new market for Chilean 
iron ore, absorption of scrap iron 
now going to Japan. Some top- 
notch metallurgists say it’s prac- 
tical, and two big steel companies 
are interested. Government will not 
build a plant but R F C would 
finance heavily. 


Defense spending will be cut dras- 
tically below budget, but even so will be at a high peace- 
time level. Congress is suspicious of the Army and Navy 
spending spree and will make a closer check on how 
money is spent; also questions what war we are prepar- 
ing for and fears Roosevelt may be planning to get us 
where we would be tempted to use a big fighting force. 
New Deal spenders thought defense was one place where 
Congress would spend without limit but they were wrong, 
and there will not be enough (Please turn to page 582) 
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THE EVER-CHANGING At the five-months mark the 
MAP OF EUROPE con. fighters in Europe can point 
TAINS SOME CLUE TO only with badly mixed emo- 

tions to their accomplishments 
THE FUTURE TRENDS 4 durable stalemate along 
OF U. S. INDUSTRY. the Westwall, destruction of a 

quantity of merchant shipping, 
neutrals cowering under the blows of economic warfare 
which beat every individual’s way of living out of normal 
shape, the rest of the world in many stages of paralysis or 
electrification according to the tricks war has played on 
various industries. 

In the United States we,have seen makers of machine 
tools and aircraft lifted on a surge of orders, the office 
equipment and moving picture industries dropped high 
and dry without their lucrative foreign business. We 
have seen life in the steel makers we had forgotten they 
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possessed. We have seen exports jump to the best level 
in a decade. Bewilderment and doubt of the future we 
have also seen; discouragement in the face of rising busi- 
ness indexes. It is a time of new and strange sights, yet 
in these first five months of the war the military moves 
have constituted only the prologue—and the chances are 
we’ve seen comparatively nothing yet. 

The map of the battlefront as the world watches it 
today makes an ideal decoy. It may not be used as one, 
but in that case the Nazi generals will have chosen to 
ignore what every good magician knows: that successful 
deception depends upon engaging all attention in one 
quarter while the trick is being pulled off elsewhere. The 
Maginot Line is a visible symbol of suspense, the audl- 
ence well forward in their seats as every little incident 
along it is played up in the newspapers. Yet there is no 
doubt that Sweden or Rumania or Turkey is more 
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important to the Reich than a devastated strip of land 
fifty miles wide extending the whole length of France. 
Or for that matter, than a dozen pictorially successful 
bombings of England. 

However, there is no need for any unsupported pre- 
dictions here. Germany can choose from among five 
major plans of action, as follows: 1. a continuance of 
present commerce raiding, pressure on neighbors for 
assistance in resisting the Allied blockade, and attempts 
to line up weakening diversions for her enemies; 2. an 
attack on the Maginot Line, direct and costly; 3. mass 
air flights aimed at crippling either 
war industries or civilian morale; 
4,an effort to flank the existing bat- 
tlefront through Holland, Belgium 
or Switzerland; 5. a blow in another 
quarter where defenses are less per- 
fect. These must all be considered 
as possibilities, whether or not one is 
willing to place absolute faith in any 
single one of them as the answer to 
the future. 

When the possible developments 
are simplified, perhaps oversimpli- 
fied, in this way, it becomes apparent 
that they fall into two rough classes 
so far as American industry is con- 
cerned. If any of the first three 
plans are followed, the result will probably be to intensify 
the effects already felt in the United States. Sales of 
planes, engines, tools, ships and munitions will boom, 
particularly if the Allies are hard pressed. But if a flank 
attack or a surprise far from the Maginot Line is to be 
attempted, then much greater changes than any yet 
seen are in store for industry in this country. Germany 
might be well-advised to follow the instructions for the 
old-fashioned matches—“strike anywhere”—and we as a 
nation to do our best to anticipate the results of the blow. 

A march through Belgium would be far more of an 
adventure today than in 1914. Although France has 
improved her: fortifications along the German border 
tremendously, Belgium has made even greater relative 
strides in preparing for an invasion, and while her de- 
fenses are by no means invulnerable they are backed up 
by French mobile assistance and fairly strong border 
defenses after the invaders have managed to get through 
Belgium. Holland, too, is well prepared for any German 
march to the sea, using her redoubtable little army, a 
fairly strong air fleet, and the threat of opened dykes 
as deterrents to invasion. 

Both countries are important customers of ours, 
among the first ten in fact. They buy substantial quanti- 
ties of petroleum and its products, tobacco, automobiles 
and cotton, and rank high among takers of American 
grains and fruits and nuts. Many of the things we sell 
them would be necessities under any conditions, but a 
good share of the outgoing trade is vulnerable to a shift 
in war locale. 

In supplying this country with goods their most ex- 
clusive field is precious stones where they rank one-two, 
but while industry needs a certain amount of them the 
United States has a sufficient reserve. Belgium is third 
among our suppliers of cotton manufactures and flax and 
hemp. To cut off imports of both would be to work a 
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hardship on certain industries, but of course to help 
along domestic cotton manufacturers. Holland and 
Belgium supply us with fabricated steel products in small 
quantities which are nevertheless among the largest of 
any such importations, and which domestic steel makers 
might very well manage to add to their order books if 
war should strike the low countries. The chemical 
industry in the United States would also have something 
to gain if these countries should be forced to cease 
shipments. 

An attack on the Netherlands is not prominent among 
the probabilities, since it would be 
a difficult feat to acomplish and since 
the rewards would be relatively 
small. If strategy should dictate 
such a move, however, the greatest 
damage might be done thousands of 
miles away from the windmill region. 
One of the important oil-producing 
sections of the world, the Nether- 
lands Indies, is an obvious tempta- 
tion to any marauder who sees the 
mother country engaged in des- 
perate defense. These colonies are 
fabulously productive of the ma- 
terials we and the rest of the world 
need—sugar, coffee, tea, rubber, 
copra, tin and petroleum. Prac- 
tically all quinine comes from the island of Java, most 
densely populated land mass on the globe. 

Japan has very obviously had an eye on the Nether- 
lands Indies, a practically undefended treasure-house. 
It would pay her richly to make any sort of settlement 
of the China raid and swoop down on a juicier prize 
more easily to be had—provided the English navy were 
also otherwise engaged at the time or lacking in Far 
Eastern strength. 

Then Japan would no longer need to buy oil from 
California and the world would be more dependent than 
before on the Near East and the two Americas for its 
petroleum. California producers might conceivably pay 
the price for a boost to Texas. If interference with 
rubber supplies should raise the price high enough, the 
numerous American companies now ready with syn- 
thetics to take its place would find themselves suddenly 
able to produce profitably. Quantity production under 
an indirect temporary subsidy of this sort has often in 
the past brought new industries into permanent places 
in the economy. Such companies as Goodrich, Good- 
year, U. S. Rubber and Dow Chemical have been work- 
ing on substitutes; Standard Oil Co. of New Jersey is 
going ahead with plans to make Buna synthetic rubber 
from refinery gases and Shell Union controls a process 
for the same end. Under ordinary conditions the substi- 
tutes would be as slow in maturing as have those for 
silk, but it is no longer safe to assume nor logical to hope 
that conditions will be ordinary while this war goes on. 

As an example of the devious ways in which a happen- 
ing off in the far Pacific can strike home, take the coffee 
situation. We grow none, but can get more than our 
needs from South America. War in the Netherlands 
Indies would seem to have no effect on that trade. Yet 
any diminution of the supply would send other nations 
to South America for their coffee, would undoubtedly 


533 











James Sawders from Cushing 


The mountain of iron at Kiruna, in northern Sweden, and in the foreground the railroad 
running west to Narvik on the Norwegian coast. 


push the price up, would make Brazil prosperous. Amer- 
ican holders of South American bonds may find their 
status entirely changed if competitors in raw material 
production are put out of business. More important, 
American firms anxious to sell to South America and 
finding there good potential customers in every way save 
the lack of cash would suddenly find the market galvan- 
ized into action. 


Necessity Creates New Industries 


Interference with tin supplies has the same type of 
potentialities. Two domestic industries are ready with 
substitutes, needing mainly a higher price caused by 
partial stoppage of supply. The paper container makers 
have been encroaching steadily on the domain of the 
tin can, and would forge ahead sharply if tin went sky- 
rocketing. Silver producers are also in the race, having 
evolved a coating for the interiors of steel cans which 
they claim to be superior and only slightly more ex- 
pensive because of the minute amount of the metal 
employed. Discovery of an industrial use for silver 
would afford the ideal solution for a problem that has 
given the United States considerable trouble already and 
will doubtless give more in the future unless events offer 
a helping hand. 

Of course, anyone is entitled to consider Japan’s entry 
into the European war picture via the Netherlands Indies 
one of those pipe dreams. Even though Germany would 
be pushing the project with all its pressure on Russia to 
allow Japan a free hand, there is something about Oriental 
maneuvers that makes them seem wildly improbable 
until they occur. Certainly it would break all precedent 
if a persistently aggrandizing nation like Japan should 
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allow a war in Europe to slip by 
without collecting some _pelf, 
But this is a war in which almost 
anything can happen, and for 
that reason it will not do to 
become too firmly attached to 
the idea that any one particular 
thing will happen. Let us get 
back into Germany’s position 
and look again at our alterna- 
tives. 

A drive on France through 
Switzerland is feasible in a milj- 
tary sense. It would be difficult 
and cost many men, but it would 
probably suit the purposes of 
the Nazi leaders better than 
starvation and revolt. Switzer. 
land is only a moderately good 
customer of the United States 
and our reliance upon her is 
limited. Yet together with Hol- 
land she plays a part in world 
finance out of proportion to her 
size. If either or both of these 
countries were attacked they 
would sooner or later raise 
money by selling the security 
holdings of their nationals. 

The most recent Federal Re- 
serve Board estimates show holdings of American securi- 
ties as follows at the start of the war: Netherlands 


$470,000,000, Switzerland $375,000,000. Both figures were 


increased by purchases during the first two months of 
the war, although in amounts not equal to the selling 
by the Allies. 

The drive through any of these neutrals would bring 
the hour of trial for England and France, with possible 
forced selling by all of our large foreign stockholders at 
the same time. Arrangements to prevent a collapse in 
American securities markets have never been put to such 
a test. Adding Allied holdings to those already enun- 
erated, the total comes to $2,265,000,000. For the stock 
market and for the many phases of business influenced 
by the stock market the danger of foreign selling is con- 
siderably enhanced by the exposed position of the neu- 
trals which offer Germany the chance for a flanking 
movement. 

Diplomatic maneuvering, with England apparently 
winning out, might force Germany to attack Sweden, if 
only to make sure of certain raw materials. Once war 
spreads among the Scandinavian countries, either in 
German or Russian uniform, repercussions will be imme- 
diate and wide. Our imports. of pulp from Sweden, Fin- 
land and Norway have already been cut down, entirely 
stopped for a time, and the effect has been to stimulate 
the struggling domestic pulp industry in the South. 
No one knows how long present conditions will last, how- 
ever. With Scandinavian supplies definitely shut off 
from the world, the price of pulp and its areas of produc- 
tion would be changed, and the change in the geography 
of output might quite possibly be permanent. 

Removal for a time of Sweden’s supplies of iron ore 
would eliminate one of the important sources of this 
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essential. Here again, interference with the flow of a 
material can have sharp effects on its price even where 
the actual reduction is small. Iron ore and scrap are 
eagerly sought by most of the world, and the United 
states has large quantities of both. On the other hand, 
the elimination of Scandinavian shipping or any sub- 
tantial part of it would work a great hardship on any 
nation attempting to do an export business. It would 
push ocean freight rates still higher than they have 
already gone, it would increase the value of American 
ships and probably rejuvenate our merchant marine even 
if forbidden European waters, but it would damage for- 
gn trade in both war and peacetime materials. 


Nazis Watch Balkans 


Germany would be reluctant to disturb the situation 
among the Scandinavian countries unless and until her 
supplies from them are threatened. She is already worry- 
ing, though, over her oil from Rumania and to a certain 
extent about farm products from the Balkans in general. 
The most complicated international politics in the world 
will settle the question of whether or not the Nazis are 
to seize Rumania or allow Russia to help her divide the 
soils as she did in Poland. If she does, the motive will 
be oil, the commodity in which we hold the key position. 

Conferences among the Balkan nations are made ex- 
tremely deceptive by the fact that in addition to the 
things Germany and Russia and the Allies want from 
them, each country has in mind a piece of the other it 
would like to acquire. Rumania suffers the double dis- 
advantage of owning the important oil wells without 
which Germany could hardly carry on the war and of 
holding strips of territory greatly coveted by Russia 
and other neighbors. Allied capital is in nominal con- 
trol of the oil, and both the ruler and the prime minis- 
ter of the country are considered prejudiced in favor 
of the Allies, but practical re- 
gard for her own existence has 
forced Rumania to make wide 
concessions to Germany. The 
belligerents have been splitting 
the output of her oil wells up to 
now. Success of German efforts 
to get the entire production as 
well as the grains and other 
foods Rumania can supply would 
bea hard blow for the Allies. It 
would strengthen their enemy, 
and it would throw them back 
more and more upon North and 
South America as secondary and 
standby sources of oil. 

Should a pronounced swing 
nto the arms of the Nazis 
weaken the position of the Allies 
in the Balkans, they could fall 
back on their friendship with 
Turkey for some very real help. 
large loans have already been 
made to the Turks and they are 
being wooed with purchases 
of tobacco formerly imported 
fom the United States. By 
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continuing to strengthen Turkey with money and equip- 
ment, by massing troops in Syria, the Allies can threaten 
the Balkan nations which turn to Germany. They can 
force them to mobilize and to keep their output of the 
goods Germany needs for their own use. If the Allies can 
not get Balkan oil and wheat, they can very possibly pre- 
vent the Germans from getting it either. 

Meanwhile, German influence has been working des- 
perately but apparently without success toward control of 
Turkey, the Black Sea, and if possible the oil fields to the 
south. Russia would like to wiggle a finger in this pie, but 
is somewhat fearful of designs on her own oil fields along 
the shores of the Black Sea. The best weapons of the 
Nazis in the Near East are bribery and fomented upris- 
ings among the natives, for the region is out of their bully- 
ing range. The gold we accumulate so unwillingly and at 
which they sneer would be of tremendous help to them in 
such projects, but without it they are unable to make 
much headway. Should oil production in Iraq and Iran 
ever be diverted from the hands of the Alkies, however, 
the United States and Latin America would feel a tre- 
mendous boost in the demand for their oil. 

War might overflow its present channel in any or 
several of the directions we have discussed. In each case 
the potential damage to world trade stands alongside 
the gains to be expected. Our own situation at the mo- 
ment is the perfect case in point. We look to Europe 
for business out of the ordinary and at the same time we 
jeopardize commerce with Japan, one of our three most 
important customers, by abrogating our trade treaty 
with that nation. Perhaps between increased business 
with Europe and less with Japan we shall be able to show 
a net gain, perhaps not. But the shifts in the individual 
companies and industries and territories will be enormous 
though concealed under large totals. Thé changes now 
visible are impressive, yet if the war should spread it will 
surely turn out that we’ve seen nothing yet. 


Germany and the Allies are struggling over the contents of these half-pint tank cars— 
carrying crude petroleum from the Rumanian shipping center, Ploesti. 
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Companies Making New Profit Record 


Numerous Stand-Out Performances Are Found 
in Both Young and Old Industries 


BY STANLEY DEVLIN 


aiiniectiidol speaking, it will be some time before 
we know just how to feel about 1939. In the light of 
what was considered normal in the ’twenties, it was a 
rather poor year since per capita business activity, as 
measured by THe Macazine or WALL Srreet’s index, 
averaged only 88.8 per cent of the 1923-25 mean. But 
judged against the more recent ’thirties, it was not a bad 
year at all. Indeed, there were only two others—1930 
and 1937—that were better, and not much better at that. 

In terms of annual averages, 1939 business recovered 
181% per cent from 1938 to within 5 per cent of 1937. 
Whether corporate profits, on the whole, fared better or 
worse cannot be determined with accuracy until a greater 
number of annual reports have come to hand. It is 
already apparent, however, that whatever the course 
of earnings at large, a generous sprinkling of concerns 
chalked up new all time records. 

The table on the opposite page is by no means all- 
inclusive. There were undoubtedly other companies, 
perhaps half again as many, that hit new earnings tops 
last year. But those listed comprise a representative 
cross-section. And for the most part they fall in the 
magic category of “growth stocks.” 

Best represented group, of course, is aviation of which 
both manufacturing and transport divisions are booming 
as never before. Next come the chemicals followed by 
their first cousins, the pharmaceuticals and then, rather 
surprisingly, by the tobaccos. From there on the field is 
open; there are one or more representatives for metals 
and alloys, rayon, food, office equipment, automobile 
parts, machinery, electrical equipment, building materials 
and retail merchandising. 

That the aircraft stocks should have turned up among 
the profit leaders of the year was not exactly surprising. 
Order backlogs were of unprecedented proportions at 
the outset of 1939 and, though they have since doubled 
and tripled in most cases, they were nonetheless sufficient 
even then virtually to insure record breaking profits. 

The showing of the transport companies, however, was 
not as generally anticipated until the year was pretty 
well along. Of particular significance was the ability of 
at least one transcontinental line—American—to make 
money in the heretofore invariably unprofitable fourth 
quarter. The war and consequently increased traffic over 
domestic southern routes traveled by American (and 
Zastern) was no doubt partially responsible. Not to be 
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overlooked, however, is the sharp reduction in winte 
flying accidents over the past couple of years. 

Barring an unexpectedly early end to the war anf 
wholesale cancellation of military aircraft orders, plane 
manufacturers are in for even bigger earnings this yea 
than last. Similar prospects confront the air lines which, 
in addition to growing traffic totals, should benefit bya 
declining rate of equipment depreciation and an improv: 
ing load factor. Chief worry is that air mail pay may 
gradually be lowered as passenger and express operations 
become increasingly profitable. 

As in the case of the plane makers, it is no surprise 
to find the chemicals among 1939’s profit leaders. Estab. 
lishing new earnings peaks in periods when business at 
large is not quite able to make the grade is the industry 
specialty. The answer, of course, is an ever widening 
market frontier as a result of constant product research 
and intelligent pricing. 


Low Price Policy in Chemicals 


Du Pont, for example, recently made its twentieth 
cut in the price of Cellophane, bringing the product dow 
to 12 per cent of the level at which it was originally 
introduced. The same policy, we may be reasonably 
certain, will be followed in the case of Nylon as well as 
Dow’s vinylidene chloride, Hercules’ hydrogenated resins, 
Victor’s V-90 and other recently developed products for 
which demand is obviously elastic. 

Though chemical sales have slackened somewhat from 
last quarter’s pace in line with the current letdown it 
general industrial activity, the industry’s longer range 
outlook remains as favorable as ever. The war will be: 
factor, particularly when its tempo is stepped up, but 
the better situated companies are also well prepared fo! 
the eventual coming of peace. Hercules Powder, {0! 
instance, once chiefly a manufacturer of gun powder an 
other explosives, now uses nitro-cellulose extensively for 
the production of plastics and lacquer bases and is als 
the largest domestic factor in the output of steam dis 
tilled naval stores. Today, explosives account for les 
than a third of its volume. 

Dow is in the forefront of the new product parade 


having recently introduced Styron, a crystal clear plast 


similar to du Pont’s Lucite, and Ethocel, a translucetl 
building block material, in addition to vinylidene chloride, 
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a low-cost synthetic made from crude oil and brine and 
having a wide range of industrial properties. Of greatest 
interest at the moment, however, is increasing use of 
high-test gasoline for which Dow supplies tetraethyl 
lead; the company has developed a method for the ex- 
tracting bromine, base material of the ethyl compound, 
from sea water. 

Turning from chemistry to the field of pharmaceuticals, 
we find a group of concerns for which the war has some- 
what greater significance. Latin American markets 
opened to domestic medicine and drug makers may well 
prove of greater lasting importance than in the case of 
the chemicals. And as always occurs with the intro- 
duction of an important new drug, these companies are 
benefiting from broadening use of sulfanilimide and its 
many derivatives. 

Outstanding units of the group, Parke, Davis and 
Abbott Laboratories are marked by their extended earn- 
ings and dividends records, their research achievements 
and their aggressive managements. Though neither is the 
sort of concern whose stock is an outstanding market 
performer under out-and-out boom conditions, both are 
definitely investment growth concerns. 


than ever before in its history. That further gradual 
secular expansion lies ahead seems fairly well assured. 

Concerns like Le Tourneau, a small but growing pro- 
ducer of earth moving and road building machinery, and 
McGraw Electric, manufacturer of home appliances, are 
oldtimers in the game of hitting successive new earnings 
tops. Their showing last year derives not from boom 
conditions in their respective fields but rather from a 
combination of internal factors that can be lumped to- 
gether under the head of capable management. 

Among the mail orders, Montgomery Ward again 
showed the way to Sears; sales gains of both companies 
were partly attributable to a further extension of the 
installment principle. Most spectacular gainer in the 
retail field was, as usual, Western Auto Supply which 
earned in the neighborhood of $4.25 as against its best 
previous figure of $3.29 in 1937. As a group, the grocery 
chains were outstanding, with Kroger and, more espe- 
cially, Safeway, making noteworthy showings. 

Profit champions of the food and beverage companies 
last year were Coca Cola, the concern that confounded 
the experts by surviving Repeal, and American Chicle 
which is now earning about double what it did in 1929. 
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comer, American Tobacco’s Pall 
Mall. 

With the possible exception of du 
Pont, the bluest blue chip listed in 
the accompanying table is Interna- 
tional Business Machines. That this 
company should be among the select 
group setting new earnings records 
last year is especially remarkable 
since the office equipment industry, 
ordinarily heavily dependent on 
foreign sales, has been counted one of 
the chief victims of the war. Of 
course, the fact that IBM rents 
rather than sells its equipment, a 
practice tending to stabilize earn- 
ings, partially accounts for the man- 


du Pont de Nemours. . Saar 


Eastern Air Lines 
Hercules Powder 


Int'l Business Machines. .............. 


Le Tourneau 

Lockheed Aircraft 
Lorillard, P...... 
Matte, G.t.....6.... 
McGraw Electric. 
Mead, Johnson 


Montgomery Ward..... aa : 
National Gypsum......... 
North American Aviation... 


Parke Davis........ 
ree 
Philip Morris. . . 
Rustless Iron & Steel. 
Sperry Corp.... 


Untied AbenM......... exten 
United Shoe Machinery............... 
Tee RG  ORAe Cee reer 


U. S. Tobacco 
Victor Chemical 


6.99 
NA 
2.98 
7.84 
NA 
NA 
.29 
.14 
2.03 
7.03 
2.60 
def. 
NA 
1.76 
4.66 
e.68 
NA 
NA 
NA 
£3.88 
3.98 
1.30 


7.25 
-47 
2.97 
9.92 
2.80 
+21 
85 


£4.30 
4.08 
1.80 
1.01 


3.74 
-84 
1.95 


-67 


2.15 
1.89 
9.02 
3.50 
49 
55 
1.77 
5.40 
e7.50 
d.01 
2.46 
2.05 
£3.83 
3.50 
1.74 

* 1.05 


7.70A 
1.85 
3.65A 


18814-12614 
31%- 1214 
101'4- 63 
1953/4-145 
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3634-186 
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25%4- 15% 
1693-125 
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2914- 

47 - 

95 - 
103'4- 
1514- 
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6514 
30 
18% 
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of the fact that, war or no, the com- 
pany was able last year to earn more 
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Why? 
Steel Operations Up 
Market Values Down 


— into abrupt action by 
the declaration of another Euro- 
pean war, from what had been a 
leisurely recognition of an incipi- 
ent industrial recovery, the market values of steel shares 
catapulted to high levels in anticipation of better steel 
operations—and per se, profits to come. 

Both higher production rates and some expected profits 
did materialize but the gains in output were traceable 
only in part to war influences. There had been, and for 
that matter there still is, a sizeable latent demand for 
steel. Consumers—secure in the belief that they could 
obtain ample supplies promptly and at prices that they 
could pay—preferred to let the steel producers carry 
their inventories rather than set up more than a small 
stock of their own. As a result, consumer inventories 
were reduced to a point where at least forty per cent of 
the consumers had stocks of steel on hand equal to less 
than a thirty day supply while almost sixty per cent 
of the consumers had less than a sixty day supply; 
formerly regarded in the trade as minimum requirement. 
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BY JESSE J. HIPPLE 


Remembering the effects that 
the first World War had upon 
steel prices and consumption, 
most consumers hastily entered 
the market to contract for their steel requirements for 
as much as six months ahead in order to assure them- 
selves of adequate supplies and to avoid paying substan- 
tially higher prices. Such an influx of orders quite natu- 
rally jammed the mills with orders. Mill stocks had been 
allowed to decline in keeping with the trend of the times 
so in order to deliver the steel which had been sold, 
production was forced up sharply; in many cases beyond 
economic production levels. 

While steel production did forge ahead—to new ton- 
nage records for some items—export demand increased 
but moderately and foreign armament orders were most 
conspicuous by their absence. It soon became apparent 
that war orders—if any—would be delayed and that 
steel producers had best concentrate upon domestic 
requirements rather than upon war engendered tonnage. 

Quite naturally, having anticipated their estimated 
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needs as much as six months ahead, new steel orders from 
manufacturers began to taper off late in the final quarter 
of 1939. New orders have continued to decline in volume 
although, while spotty, present day new orders are still 
averaging 50 per cent of current deliveries, which, be- 
cause of still large unfilled orders, are high. 

The stock market, having rather fully discounted 
anticipated — and subsequently realized — increases in 
steel activities, is now engaged in attempting to evaluate 
the future prospects of the steel industry. There are 
several basic questions that bear heavily upon the sub- 
ject and, as is customary in times of uncertainty and 
indecision, share prices have drifted lower. 

Perhaps the first question having to do with the near 
term outlook for the steel industry is what will be the 
effect of a sudden peace or, perhaps, a protracted war. 

The effects upon the steel industry of a sudden peace 
would most likely be a short period in which to readjust 
world economies to the cessation of hostilities and after 
that, there would probably be a resumption of the broad 
recovery trend that has been in force since the middle 
of 1938. Certainly, there would be no inventory panic 
here, such as appeared in 1920, no necessity to revise 
prices sharply downward and—except perhaps in one or 
two highly specialized industries—there would be little 
need for drastic revisions of production schedules, 
methods and preducts. 

Continuation of the war would, perhaps, stimulate the 
steel industry, but due to the fact that the belligerent 
nations are far more self sufficing than they were in 
1914, their demands upon us would be mainly for com- 
mercial materials such as structural and ship-building 
shapes, plates, sheets, machine castings and concrete 
reinforcing materials rather than strictly for armament. 
In fact, some of this type of business has been pressing 
for acceptance during the past several months but up 
until recently, domestic steel producers have preferred 
to take care of domestic needs before attempting to 
provide for foreigners. 

Then too, another probable effect of a long continued 
war would be a sharply higher demand for steel from 
many neutral countries who previously have had to 
depend upon the warring nations for their normal steel 
requirements. Such neutral nation business would be 
sizeable but not permanent since after a peace had been 
made and foreign steel producers again had an export- 
able surplus, most of the neutral nation business would 
be recaptured by its former recipients. Taken as a 
whole then, the duration of the war should have but 
little permanent effect upon the outlook for the steel 
industry in this country. 

The next question that would seem to need some 
clarification is whether or not the industrial recovery, 
which had its inception in 1938 and may or may not 
have reached a peak in late 1939, is the real thing or 
is it but a repetition of the several abortive starts made 
during the past decade. 

_ There are currently no signs that the major uptrend 
in business has been reversed. On the contrary, there are 
many signs that a continuation of the business recovery 
is likely. That industrial production rose to practical 
production capacity at the year end and then declined, 
's no good reason to expect another major depression in 
the near term. For as many years as we have accurate 
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records of industrial activities, there have been long 
periods of time when business has swung between *“nor- 
mal” and “practical capacity” without engendering any- 
thing resembling a major depression. Even in the 
“recessions” since 1932, each succeeding low point 
reached by the industrial cycle has been well above the 
previous low and, for that matter, each upswing has 
gone somewhat higher than the levels reached by the 
previous one. Of course, there are practical limits in the 
heights to which rising business activity may go but, 
since 1932, the major, longer term trend has been upward. 

In the steel industry, production rose almost uninter- 
ruptedly from a low of about 29 per cent of capacity in 
January, 1938 to a high of about 94.5 per cent of capacity 
toward the close of 1939 and then declined slowly to 
current levels of about 72 per cent of capacity. That 
some further decline in output will be seen is almost 
inevitable but for the nearer term at least, there are 
still ample orders on the mill books to insure a relatively 
high rate of production and deliveries until such time 
as new spring buying may be expected. Even should 
spring demand not be sufficient again to lift operations 
close to 95 per cent of capacity, maintenance of opera- 
tions at from 80 per cent to 85 per cent of capacity 
would not only be more profitable than if the higher 
rate were achieved but it would also be more economic- 
ally sound since it would allow the employment of none 
but the newest equipment and thus prevent the accumu- 
lation of heavy quantities of waste scrap and would 
permit a more orderly control of prices of both finished 
products and of raw materials. 

With the recent experience of 1937 in mind, the next 
question is, are inventories too high? The answer ap- 
pears to be that all things considered, inventories are 
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not too high. Mill inventories, cleaned out by the rush 
of orders last year are—as far as stock finished materials 
go—almost at the disappearance point. Consumer inven- 
tories, despite heavy receipts in recent months, are not 
considered to be too high by a large majority of con- 
sumers. 

In a recent survey conducted by “The Iron Age,” a 
group of steel consuming industries, covering about 
1000 individual firms, reported that supplies on hand 
were equal to an average of 75 days’ supply in November, 
1939, as compared with a 77 day supply in the same 
month of 1938 and a 96 day supply in November, 1937. 
Of the fifteen individual groups, 87 per cent of the firms 
felt that inventories were not too heavy and only 13 
per cent felt that they were. Paradoxically, many of the 
dissenters were engaged in industries that were operat- 
ing at a high rate of production and had less steel on 
hand than a year ago. Since November, steel consump- 
tion has been well maintained and continues consider- 
ably above new orders. So, it is logical to assume that 
inventories are again declining. So much so, that even 
to complete orders already on hand, to say nothing of 
the smalier volume of new business that continues to 
accrue, many manufacturers will be forced to enter the 
steel market again in the near term. 

The last broad question to be answered concerns itself 
with the long term outlook of the steel industry and 
should have little immediate affect upon the market 
value of the shares at this time. It is, however, important 
since it is a factor that determines the attractiveness 
of steel shares to the investor as well as the short term 
speculator. 


Courtesy Youngstown Sheet & Tube Co. 


A pierced steel tube being discharged from the No. 1 piercing stand in the Youngstown 

Sheet & Tube Company's new seamless pipe mill at Youngstown, Ohio. The white hot tube 

is lifted by a new type "kick-off" mechanism onto the table (left foreground) and taken 
to the No. 2 piercer by roller conveyor (left center). 
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This question is—‘Is there still a sufficient overall de- 
mand for steel to keep the industry’s high speed, stream- 
lined production capacity adequately employed over a 
long period of time?” The catch in this question is what 
is the interpretation of “adequately employed?” The 
literal answer is “no”; in the sense that as pointed out 
in the discussion of the second question the demand for 
steel varies constantly. There is, however, sufficient de- 
mand for steel to test production capacities at times and 
on average, furnish sufficient business to warrant fairly 
profitable operations during the upward swing of the 
broader business cycle. 

Steel production capacity has been heavily expanded 
in the past twenty-five years. In 1914, the steel industry 
had a yearly ingot production capacity of less than 40 
million tons. Since that time, the industry’s productive 
capacity has been expanded about 80 per cent. At no 
time during the last quarter century has the full rated 
production capacity of the industry been actively em- 
ployed for a full year. The nearest approach to full 
capacity operations for a twelve month period was in 
1916 when the industry’s output was approximately 48 
million tons of steel ingots as against full rated capacity 
of 46 million tons. When that 43 million ton output 
was first achieved, it represented a new high record for 
consumption and was in the middle of the World War. 
This record has since been exceeded in at least ten of 
the subsequent years. Average annual output in the 
past four years has been 40 million tons—including the 
subnormal year of 1938 when only about 28 million tons 
were produced. The past ten year average production 
has been about 34 million tons despite the drop in output 
to about 13.7 million tons in 
1932. 

Consumption has kept pace 
with production capacity al- 
though the relative importance 
of the various consuming lines 
has been constantly changing. 
To illustrate; in 1920, the rail- 
roads bought about 7.4 million 
tons of steel and automobiles ab- 
sorbed only about 3.2 million 
tons. The rails reached a peak 
of consumption in 1923 when 
nearly 9 million tons were used 
but up to that time the automo- 
biles had not hit their full stride 
and in that year consumed only 
about 3.7 tons of steel. However, 
from that time on, rail demand 
decreased in proportion as auto- 
mobile takings rose. In 1936, the 
peak year for automobile steel 
consumption, about 6.9 million 
tons of steel were sold to the 
automobile makers while only 
about 3.5 million tons were 
taken by the rails. Although full 
year 1939 figures are not as yet 
completely available, it is prob- 
able that somewhat the same 
ratio—although perhaps involv- 
ing (Please turn to page 581) 
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Annual Dividend Foreeast 


A. we swing into 1940 in- 
vestors are confronted with 
three circumstances which 
make the general outlook for 
the year uncommonly difficult 
to appraise. First, the Federal 
Reserve Board index of indus- 
tral production closed the year 
1939 at a level above that of 


Part Il— Foods, Sugar, Tobaccos, 
Movies, Liquors, Chemicals, Steels, 
Accessories and Tires, Automobiles. 





Two fundamental factors, the industry and the com- 
pe itself, are used to form our ratings. The 
etters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the e company 
on its earning power, current and prospective. 


ably expect the general run of 
payments at least to better 
those of the first half of 1939. 

Part II of our Annual Divi- 
dend Forecast is here pre- 
sented. Part III, in issue of 
February 24, will cover Metals, 
Oils, Building, Merchandising 
and miscellaneous companies. 


sich peak years as 1919, 1923, 
1929 and 1937. Both because 
of the height reached and the 
seed with which it was at- 
tamed, some degree of reaction 
within the first half of this 
year seems a virtual certainty. 
Second, and greatest of all 


A—Active, further progress indi- 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 


INDUSTRY COMPANY 


ie slow pecte: 


e slow. 
4—Earnings outlook 
provement indicated. able. 


1—Good eaming power; sub- 
cated, stantial gains indicated. 


> yang progress may +e in earnings ex- 
3—Gain in earning power may 


unfavor- 


The tables are accompanied 
by our investment ratings, ex- 
plained above. Issues with un- 
broken dividend records for ten 
years or more are marked with 
an asterisk. Issues reeommend- 
ed for safe income are noted 
with a star. Issues favored for 





140 investment uncertainties, 

isthe war. Third, we face a notably 
important political campaign and 
ection. 

If there is one outstanding char- 
acteristic of the security markets 


and of 1940 corporate financial pol- 
icy it is caution and conservatism. 
We can doubtless expect this to be 
reflected in dividends, although for 
the coming half-year we can prob- 


cyclical appreciation potentiali- 
ties are marked with a dagger sym- 
bol, but, of course, timing of any pur- 
chases should accord with advices 
given in our general market article, 
a regular feature in each issue. 





Consistent Earning Power Seen for Foods 


Assurance of Income Feature of the Group 


< food companies are many and 
their activities varied. But consid- 
eed as a group there is no other 
which shows year in and year out, 
in good times or bad, such slight 
fluctuation in earning power. Al- 
though last year was exceptional in 
‘number of ways, it brought no 
amazing jump in food company 
tarnings as it did for others. Nor is 
any great change, either gain or 
slump, a reasonable expectation for 
the near future. Because of the as- 
surance which it lends to the pay- 
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ment of dividends, this stability of 
earning power is valued by investors. 
Here, they may obtain with a high 
degree of safety the income for 
which so many are now looking. 
On the other hand, stability of 
earning power among the foods is 
not absolute. The trend of profits 
varies among the different divisions 
and changes from year to year. Last 
year, for example, the dairy com- 
panies, which had long trended 
downwards, staged a reversal and 
did considerably better. The im- 


provement was not owing to any 
betterment in the fluid milk situa- 
tion. Nor was there less interven- 
tion on the part of the Government 
in the dairy industry. Rather the 
improvement sprang from increased 
consumption, a more reasonable 
margin of profit in processed prod- 
ucts and, finally, the increased effi- 
ciency of the dairy companies them- 
selves. The distributors of dairy 
products enter the present year in 
a better position than they entered 
1939 and, provided that there be no 
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important slackening in general 
business which would adversely af- 
fect consumer purchasing power, it 
is expected that the improved rate 
of profits will be maintained. If it 
is, and as the principal dairy com- 
panies currently are paying out in 
dividends considerably less than 
they are earning, it is likely that 
payments to stockholders will be 
increased. 

In general, the packaged food com- 
panies made progress in 1939. They 
were helped by an increase in vol- 
ume and, in the latter part of the 
year, by the greater prosperity which 
caused a drift towards more expen- 
sive items on which the margin of 
profit is still reasonably large. Price 
competition, however, remains as 
keen as ever. It may, indeed, become 
keener because of the higher cost of 
many raw materials. Inventories 
probably are somewhat on the ex- 
cessive side, although this will only 
prove a major obstacle if there 
is an important decline in gen- 
eral business. 

The meat packing division moved 
from “red” to “black” figures last 
year. These companies got away to 
a poor start, but any losses that 
were then sustained were more than 
offset by increased volume and 
somewhat higher prices later in the 
year. The near-term outlook is good. 
The larger supply of livestock, par- 
ticularly hogs, will make for a higher 
operating level and, presumably, 
greater efficiency. Whether the 
American meat packing industry 
will benefit at all from the European 
war remains to be seen. During the 
last war this industry attained the 
highest level of prosperity in its his- 
tory. Nothing like this, however, 
can now be anticipated from the 
present conflict and perhaps it would 
be safest to ignore possible war ef- 
fects entirely. This would leave the 
future of the meat packers depen- 
dent almost entirely upon the trend 
of meat prices later on in the year. 

Among the groups which did less 
well in 1939 than in 1938 were the 
bakers of bread and biscuits. Often 
such a showing is caused by falling 
raw materials, which bring inven- 
tory losses, and a decline in con- 
sumer demand. But this was not 
the case last year—at least not the 
case in the latter part of the year. 
Hence, the trouble probably was the 
rapid rise in raw material prices 
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Position of Leading Food Stocks 





Earned Per 
are 
1938 1939E High 


Price Range 


Low 


Divs. 
Recent Paid Market 


Price 1939 Rating COMMENT 





Armour def.a__ nila 83, 3% 


Asa B-2 Does better, but preferred 
, to A liquidated before “a 


can receive anything. 





Beatrice Creamery. ae 3.016 28 17 


B-2 May pay further extras in addi. 


1.75 
tion to 25 cents quarterly, 





*Beech-Nut Packing.. 5.78 5.75 12814 104% 


Strong finances permit payment 
right up to earnings. 





*Borden 1.80 22 16% 


23 Expected to pay at least as much 
this year at last. 





California Packing. ... ‘Gath NF 30 13% 


er Black figures expected for the 
- — to Feb., 1940. 








Cont'lBaking""A”.... 4.20 3.32A 22% 11% 


14 ses May eliminate arrears on the pre- 
ferred and put the Class A in line 
for dividends. 





**Corn Products Ref.. 3.17 3.10 6714 542 


Strong finances bolster safety of 
dividend. 





**Cream of Wheat... 2.05 2.30 321% 26% 


50 cents quarterly appears 
sured, 





Cudahy Packing def.a 60a 19% 9 


Dividend arrears on the preferreds, 





*General Baking 1.26 -70 11 


Somewhat lower earnings antici. 
pate 





**General Foods. ... 2.50 3.C0 48 


**General Mills..... 4.17d 7.69d 99 


May pay other moderate extn: 
in addition to regular 50 cent 
quarterly. 





Doing well. May pay more. 





*Hecker Products.... .52e 1.21e 131% 


Earned 26 cents in the quarter to 
Dec., 1939, compared with 29 
cents in 1938. 





*Hershey Chocolate.. 4.17 5.48f 6514 


May raise common dividends, 





Libby McN. & Libby. def.b NF 10 


Recapitalization plan under way. 





*Loose-Wiles........ 1.51 1.50 22, 


Earnings show good margin for 


1.00 
25 cents quarterly. 





*Mead &Johnson.... 9.02 NF 16934 125 


Earnings and dividends trending 
upwards, 


153 7.00 





*Morrell,John...... 2.63a 5.52a 47 


*National Biscuit... 3 BB? 1.65 281, 


311% 
215% 


44 2.50 May pay further extras this year. 





Estimated earnings are only 
slightly in excess of regular divi- 
end, 


24 1.60 








*National Dairy "2.00 1814 12% 


1.69 


17 7a = Might pay more. 





59% 48 


3.09 


**Penick & Ford 3.50 


55 Paid $4 last year against $3 in 
1938. 





"2.70 25 17 


**Pet Milk 





**Pillsbury Flour... . . 3.08d 311% 23 


Earnings would appear to warrant 
larger payments. 





No change in regular 40-cent 
quarterly expected. 





*Purity Bakéries 2.20 181 


Dividends raised with increased 
earning power. 





Snider Packing..... = 65g 24 


May make some distribution be- 
fore long. 





*Standard Brands waar .50 1% 


Outlook believed improved. 





Stokeley Bros. def.d Ty, 


Dividends in the near future are 
unlikely. 





1.74a 2514 17 


No change in 30 cent quarterly 
expected. 





2.00 18%, 145, 


Good margin of earnings for 
25 cents quarterly. 


B-3 





Ward Baking A"... . i nil 14%, 7 


B-3 Large arrears on the 7% preferred. 





Wilson -63a 1h 2% 


Resumes dividends on accounl 
preferred arrears. 


_—____—____—_— 








E—Estimate. NF—No estimate possible. | 
*—Uninterrupted dividends over ten-year period. 
months to Nov. 30. d—Year to May 31. 


A—Actual earnings. 
a—Year to Oct. 
e—Year to June 30. 


*—Recommended for income: 
b—Year to Feb. 28, °39. c—Nine 
f—First nine months. g—Year to March. 





which often tends to reduce profit 
margins and, more important still, 
the intensification of competition. It 
is to be doubted that there will be 
any improvement in the competitive 
situation in the near future. Re- 


cently, however, raw materials have 
been steadier. This, coupled with 
higher prices for bread and _ other 
products, has restored to the baking 
companies more normal operating 
conditions. 
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Sugar 


Position of Leading Sugar Stocks 


Earned Per Price Range 
are 39 Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating 
Am. Crystal Sugar.... 2.33a .19a 1814 6% 11 aes Cc-2 
Am. Sugar Refining... _ nil NF 3414 15% 20 pew C-3 





Divs. 


= need be said about sugar 
other than that it still remains com- 
iT pletely dominated by the Govern- 
ened ama, ment control. The most spectacular 
feature of the year was the “war 


COMMENT 
Might resume dividends this yeer. 
The longer term outlook is not 
clear. 
Expect no change in dividend 
over the near future. 

arrears on the preferred 











*Cent'l Aguirre Ass... 2.666 1.516 3034 1814 22 Cc-2 


Dre Common 





Cuban-Am. Sugar.... def.c 13 3 6 ype C-3 





2 ” 2 = - Large 
os scare” rise in sugar prices and the pene Mh a oy Rew Ph 
erly, consumer rush to lay in stocks. So  Faiardo Sugar 3.816 2 38% +20 26 May be able to maintain 50 cents 
er ° e — a ly. 





4 Pee -3 Some ae registered. 
Maintenance of present dividend 
depends on sustained improve- 
ment. 

Large dividend accumulations on 


great was the latter that retailers in 
a number of centers were forced to 
limit the amount that any one cus- 


it payments aa. 7% 


3.08e . 37% 28 


Francisco Sugar 
Great West. Sugar... . 





past as much 











ed for the tomer might buy. This, of course, Svsntename Susar.... def.c é epeines Lange 
was due to no real shortage of sugar, Holly Sugar 1.694 21% 12. G8 May make s0me distribution 

. i ili w improv ness 
onthe but solely to an inability to make  WatiSugerRefining. def. NF 17% 1010 7.00—-3 Te fear Rewer ol P= 








local deliveries. The President, how- : ~ 

*So. Porto RicoSugar.. 1.12¢ 2.11¢ 35% 14 24 = 1.25 C-2 May pay farther ae vd addi- 
ever, was led to suspend the domes- tion to 25 cents quarterly. 
tie sugar quotas and the boom 
forthwith collapsed. While the sugar 
‘prefered, | quota system has since been re- 
stored, it is difficult for investors to 


t safety of 








NF—No estimate possible. *—Uninterrupted dividends over 10-year pesied. a—Year to Mar. 31. 


ppears a b—Year to July 31. ¢—Year to Sept. 30. d—Year to June 30. e—Year to Feb. 28. 





Position of Leading Tobacco Stocks 


ings antici. 






































—~ sie — igs og - industry Earned Per Price Range Dive 
rate extras 5 7 ss t t 
+ 50 cents 9 5uU ject o the whim of Govern Company 1938 *1939E High Low Price 1939 Rating COMMENT 
ment. ** American Snuff.... 3.31 3.40 69 5914 70 3.25 B-3 Stability of earnings and dividends 
ape should continue. 
‘ *Amer. Tobacco"B". 4.89 5.50 89%, 15%, 89 5.00 B-2 Expect present dividends to be 
— Tobacco matinee. 
d with 29 Axton-Fisher“A".... 6.72 NF 5214 35% 50 ind B-3 Despite substantial earnings, di- 
vidends are not thought to be a 
idend near-term p 
— s, n the tobacco industry, profits last Bayuk Cigar 3.01 ; 2634 151% 27 z B-2 a would seem to warrant 
a year made a moderate gain over  *General Cigar 1.81 NF 25% 16 1 1. — one for last year were 
margin for pare . ower. 
1938. Dividends remained generous **G_W. Helme 5.84 NF 117 100 Substantial dividends are assured. 
aie but at levels that might have been  **Liss. &Myers"B" 6.08 6.13A 109% = 95% Expect no change in $5 annual 
anticipated. Three factors affected — Corillard 1.78 1.80 24% 19% 25 30 cents quarterly and farther 
this year. earning power. Ci iS extras likely: 
a : 8 P Cigarette consump *Philip Morris.... .. . 7.37a 1031 74 91 Earned the equivalent of $4.40 
alee re tion went to a new all-time high, a ae ee of common in six months 
u . to Sept, 3 





50 cents ——" augmented 
with yearend extra expe 
Consistent eamer. Dividends 
assured, 

Has been doing well, although 
the kK 7 is Loti 


tobacco costs were somewhat lower 
and other costs somewhat higher. 
For the future, one might forecast a 
further increase in consumption and 
tobacco costs even lower than they 
were in 1939. This is definitely fa- 
vorable to the industry as a whole. 
But how individual companies will 


*ReynoldsTob."B".. 2.37 2.56A 45 35 40 





**U. S. Tobacco 1.74 NF 37% 30 37 





inst $3 in 


*UniversalLeafTob... 7.146 7.096 85 601, 63 5.00 B-3 











to warrant 
oe Rg 





E—Estimated. A—Actual earnings. NF—No estimate possible. ded for i 
jean *—Uninterrupted dividends over 10-year period. a—Year to Mar. 31. b—Year to June 30. 





i d e e e e 

ais a i , Position of Leading Motion Picture Stocks 

are is less easily solved. There isa = ——___ er 

growing tendency for consumers to ‘ soa sok a Recent Paid a 
. ompany is ow rice ating 

be less faithful to a brand. The ten- Columbia Pictures.... nila nila 15% 61% 7 2A%t B-3 

center continues to forge ahead and 

may now be regarded as a perma- 

nent factor with which to reckon in 


the tobacco picture. 





ution be Price oa Divs. 
COMMENT 
No arrears now on the $2.75 
preferr 
Arrears on the $2 preferred to- 
talled $8 as of 1/2/40. 
Recent earnings believed to be 
somewhat lower. Past rec 
good. 
May make further small distribu- 
tions this year. 
e 
y Pathe Film A NF 131 53, 10 B-3 Recent earnings have been much 
Movies wae , = Recen 
Radio-Keith-Orph.... NF NF 2% 1% re B-4 Reorganization still under way. 
Technicolor 4 NF 221/, 9% 15 1.00 B-2 Earnings trend upward. May pay 
more. 
Dividend passed last September. 
Large arrears on the preferreds. 


t—Stock divi- 





ved, 





future are 
Consolidated Film... . i nil 2% % 1 pat Ee B-4 


*Loew's * ¥ 5414 3014 x B-2 





quarterly 


rings for 





ee OP an NF 141%, 6% 7 % B-2 





oreferred, 
account 








—* 
income: 
c—Nine 


March. 





i. motion picture industry still 


20th Century-Fox.... 3.35 NF 26%, 113% 12 1.60 B-2 
Warner Brothers .41b -36b6 6% 3% 3 ate B-3 


E—Estimate. NF-—No estimate possible. a—Year to — 30. b—Year to Aug. 31. 
dend. *—Uninterrupted dividends over 10-year perio 





is in a state of upheaval. The most 
obvious cause, of course, has been 
the war, for foreign revenues in this 
industry run as high as a third of 
the total. However, fear of foreign 











dislocation caused by the war, the 
motion picture industry has had con- 


British Government under which 


exchange restrictions, which would 
prevent remittances to this country, 
have been considerably relieved by 
the agreement reached with the 
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50% of the revenues will be allowed 
to move. It is understood that be- 
tween $15,000,000 and $20,000,000 
will be involved. In addition to the 


siderable labor trouble and the set- 
tlements generally have resulted in 
higher costs. 
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Liquors 


Daesere the fact that tax-paid 
withdrawals of whiskey during 1939 
totaled about 75,000,000 gallons, 
compared with 70,000,000 during 
1938, the trend of liquor company 
earnings was downward last year. 
Prices generally were softer, particu- 
larly for the longer aged products. 
The industry enters the present year 
in rather a difficult position. Inven- 
tories in bonded warehouses at the 
end of November amounted to 466,- 
000,000 gallons, a slight decline from 
the stocks existing a few months pre- 
viously, but nevertheless a burden- 
some total. Moreover, a larger pro- 
portion of these inventories repre- 
sent a four-year-old product than 
ever before. 





Chemicals 


ai chemical companies are closely 
lmked to activity in general busi- 
ness. Because of this, there were 
few important units in this field that 
failed to benefit from the sharp up- 
turn which occurred during the last 
six months of 1939. The net result 
was that the year’s earnings were 
substantially ahead of the previous 
year. As is usually the case with the 
chemicals, dividends were adjusted 
closely to the improved earnings. It 
is a policy that can be more easily 
followed than in most other groups, 
for chemical finances are notably 
strong. 

Nothing occurred during 1939 to 
discourage the belief that the chemi- 
cal companies possess great long- 
term potentialities. On the contrary, 
the results of persistent, large-scale 
research were never more apparent. 
Commercial production of Nylon, 
the new synthetic silk, was com- 
menced. So was the production of 
Vinyon, a product with similar uses, 
but produced from different raw 
materials. Similar progress was 
made in plastics and there are now 
both new and improved plastics on 
the market. There were also many 
new miscellaneous products and im- 
proved processes. 

It is not that such developments 
will contribute importantly to prof- 
its during the present year, for they 
will be heavily out-weighed by the 
trend of sales in older lines. Chemi- 








544 
































e e 
Position of Leading Liquor Stocks 
Earned Per Price ane . Bre sats 
t Par arke 
Company 1938. 1939E High Low Price 1939 Rating COMMENT 
Austin Nichols. ..... def.a NF 3% 2 2 B-3 Company A ne | to be stil] 
e red 

Angostura-Wuppermann .05 NF 3% 1% 2 .05 B-3 Dividend passed June last yea, 

Dist. Corp.-Seagrams.. 3.756 3.296 20% 13% 20 2.00 B-3 Continuance of present dividend 

National Distillers.... 3.85 3.00 281% 204%, 23 2.00 B-3 Recent earings lower, but are 
enough to provide for present 
dividend. 

Schenley Distillers.... 2.44 2.75 17% 10 12 B-3 Dividends probably await a 
strengthening of financial po. 
sition, 

Hir. Walker-G.& W.. 8.04¢ 6.58¢ 5034 30%, 34 4.00 B-3 Recent earnings somewhat lower, 


but enough to support present 
dividend. 








eae NF—No estimate possible. a—Year to April 30, 1939. b—Year to July 31. c—Year 


to Aug. 





Position of Leading Chemical Stocks 





Earned Per Price "a Divs. 

























































































are Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating COMMENT 

*Ajir Reduction...... 1.47 2.00 68 45% 50 1.56 A-2 May be expected to pay as much 
this year as last. 

*Allied Chem. &Dye. 5.92 NF 200% 151% 173 9.00 A-2 $1.50 quarterly plus further extras 
anticipated. 

Am. Agric. Chem.... 2.23a 1.22a 24% 16 20 1.30 C-3 Strong company, but develo 
ments over the next few months 
should be watched. 

tAm. Cyanamid"B",. .91 2.00 353%, 183% 34 60 A-2 Higher earnings bring special dis- 

of $1 in preferred stock, 

* Atlas Powder. ..... 2.69 3.50 71 50 65 3.00 A-2 Dividend raised in line with 

**Columbian Carbon. 5.13 6.00 96 73 88 4.50 A-2 Estimated earnings higher. Pros- 
pects good. 

Commercial Solvents.. def. -60 16 8 14 A-3 May resume dividends with fur- 
ther improvement. 

*Dow Chemical... . . 3.916 3.956 144 14 150 3.00 A-2 Earned $3.19 a share in six 

eer ~ months to 11/30/39. 

t*du Pontde Nemours 3.79 8.00 188% 126144, 180 7.00 A-2 Dividends will follow trend of 
earnings. 

*Freeport Sulphur.... 1.87 2.76A 36 18%, 33 1.50 A-3 ee program promises 

t*Hercules Powder... 1.95 3.75 101% 63 89 2.85 A-2 Outlook co Dividends likely 
to trend higher. 

t*Heyden Chemical.. 2.07 NF 68 30 70 2.00 A-3 Earnings for last year expected to 
be sharply higher. Pays 25c 
special, Mar. 

Int'l Agric. Corp..... nila nila 3% 12 2 C-3 Stockholders to vote on recapital- 
ization plan. 

*Mathieson Alkali... 1.01 1.00 37% 20%, 29 1.50 A-3 Further improvement needed to 
completely assure present divi- 
dend. 

+t*Monsanto Chemical. 2.35 3.50 11434 853%, 107 3.00 A-2 Lifts. dividend in line with bette! 

Newport Industries... def. NF 17%, 8% 12 A-3 Doing better and may resume 
dividends before long. 

*Texas Gulf Sulphur.. 1.81 1.80 3814 26 34 2.00 A-3 Earnings must improve to assure 
50 cents quarterly. 

t*Union Carbide..... 2.77 3.50 94, 6512 80 1.90 A-2 Likely to pay more if recent im- 
provement holds. 

*United Carbon...... 3.78 3.80 69% 52 55 3.00 A-2 Promises to do better this year. 

United Dyewood..... nil NF 83%, 4% 5 A-3 Maintaining regular payments on 
the preferred. 

U.S. Indus. Alcohol.. def. NF 293/4 1314 22 A-3 Believed to have been substan- 
tially in the black last year. 

*Victor Chemical.... 1.05 1.60 29%, 181, 29 1.40 A-2 25 cents quarterly and further 
extras likely. ae 

*Westvaco Chlorine... 1.52 2.90 39% 15% 35 1.85 A-2 Earnings up sharply. Pays extas extsas, 

E—Estimate. NF—No estimate possible. a—Year to June 30. —Yearto May 31. {—Plus payment 
in stoc *—Uninterrupted dividends over 10-year period. : eae for income. Tf 


ommended for cyclical appreciation. 





cient processes tend to become more 
important. The market grows and, 
doing so, offsets any slackening in 
the demand that there may be for 
older lines. It is this assurance that 
there is never any large quantity of 
deadwood in the best of our chemi- 
cal companies that accounts for the 
premium at which their stocks cus- 
tomarily sell. 


cal company earnings over any short 
period follow general business. If 
general business holds reasonably 
steady over the next six months as 
it promises to do, then chemical 
earnings will average close to those 
of the past six months and consid- 
erably ahead of the first half of 1939. 
On the other hand, over the longer 
term new products and more effi- 
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Hon the steel industry, the year 
1999 was featured by the sensational 
ie in operations which occurred 
luring the last half of the period. 
The operating rate, which averaged 
shout 53% in the first half, swooped 

ibove 94% and there was only a 
ninor slackening as the year closed. 
It was popularly believed that the 
rise was caused by the outbreak of 
yar in Europe. Export business, 
however, was not large and actual 
wmament orders negligible. On the 
other hand, the war did bring mid- 
demen to the point where they real- 
ied that they had permitted their 
stocks to run down excessively. It 
was the restoration of stocks to nor- 
mal on the part of middlemen, to- 
ether with a larger movement of 
steel to the hands of ultimate con- 
umers that brought about the rise 
in production. 

The effects of the greater volume 
of business is readily apparent from 
aglance at the accompanying table. 
Steel company earnings jumped, in 
anumber of cases a year which had 
promised to result in a deficit was 
me of profitable operations. Be- 
cause of the “feast to a famine” na- 
ture of the business, stockholders 








did not receive in dividends as large 
apart of the increased earnings as 
vould have been the case under like 
conditions in other fields. Neverthe- 
bss, stockholders did benefit directly 
in substantial amounts. Then there 
ae the indirect benefits to be con- 
idered, the improvement in finan- 
ial positions, the fact that dividend 
arrears were lessened, placing the 
common stock nearer the point of 
bing an income producer. Thus, di- 
tetly and indirectly, stockholders 
may be said to have benefited great- 
ly from the rise of steel operations. 
And they did this in the face of fore- 
casts made not so long ago that the 
combination of low steel prices and 
the high costs of production were 
wich that they could hope for little, 
no matter what the operating rate. 
lt is obvious that while steel com- 
panies may not be able to make 
Money on an operating rate around 
0% as they once could, they enjoy 
thighly profitable busincss under a 
tate that averages, say, 85%. Beth- 
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Position of Leading 


Steel Stocks 





Earned Per 


Price Range 
1939 


Divs. 






















































































are Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating COMMENT 

Acme Steel......... 1.12 5.84A 56% 31% 46 2.00 B-2 Likely to pay quite as much thi* 
year as 

Allegheny Ludlum... def. -80 28%, 14 20 .50 B-2 Pays in ear-end dividend on 
consol indated company. 

Am. Rolling Mill.... def. .50 2234, 11% 15 ed B-2 Liquidation of arrears on the pre- 

@ near-term pr 

"Bethlehem Steel... nil —-5.75A 100 50% 73 1.50 B-2 $1 payable coming March. 

Beem A. Ms ..<<.. def.a 1.61A 16% 7 12 mye B-3 Large arrears on the preferred. 

Colo. Fuel &lron.... def.b -106 24% 1114 18 sack B-2 Believed to be earning substan- 
tially on the common. 

Continental Steel... .. 2.32 4.00 321g 1614 28 2.00 B-2 May pay more unless funda- 
mental conditions change. 

Crucible Steel....... def. 1.60 525% 24% #36 .... B-2 May start shortly on the liquida- 
tion of prefe: arrears. 

Granite City Steel.... def. .50 2214 10 14 .12% B-2 Makes small year-end distribu- 
tion. 

tinland Steel........ 3.12 6.744 98% 67 83 4.00 B-2 Lifts dividend in line Lo jump in 
earings. Record good 

Interlake Iron... .. .-- def NF 16% 7 10 “oUt B-2 Last quarter may wipe out loss in- 
mal in the first nine months of 

year. 

Jones & Laughlin.... def. NF 48, 17 28 Soa ' B-2 Lose accumulations on the pre- 

Keystone St. & W.... .966 1.186 16% 8%, 14 -80 B-2 Earned 36 cents a share in quarter 
ended September, last 

McKeesport Tin Plate. def. NF 1814 8%, 11 ep: B-3 Might make some distribution 
before long, 

*National Steel. ..... 3.03 4.75 82 52 66 1.70 B-2 Estimated earings would appear 
to warrant larger payments. 

Otis Steel.......... def. NF 16 71k 10 re B-2 Loss in the first nine months may 
be wiped out in last quarter. 

tRepublic Steel...... def 1.42A 28% 12% 20 B-2 May pay something shortly on 
preferred arrears. 

Sharon Steel... 2s ee def NF 21%, 1014 13 aes B-2 A candidate for dividend re- 
sumption before long. 

Superior Steel....... def. 1.20 22% 10 13 waver B-2 Move to black figures is a favor- 
able sign. 

*U. S. Pipe & Ste. 2.38 3.80 49 323%, 37 2.50 B-2 Four 50c divs. already declared 
for this year. 

TU. S. Steel Eee: def 1.84A 823%, 413% 57 tee B-2 Continuance of improvement 
would raise question of common 
dividends. 

Warren Fary. & ig: 1.64 3.00 35% 1914 30 2.50 B-2 Pays extra in line with increased 
earnings. 

Wheeling Steel Recicen nil NF 38%, 155 30 B-2 Starts to liquidate preferred ar- 
rears. 

+Youngst’n Sheet & T.. def. 2.00 56% 30 39 B-2 May distribute something if im- 


provement is maintain 








NF—No estimate possible. a—Year to Sept. 30. b—Year to June 30. 
Es dividends over 10-year period. {—Recommended for cyclical apprecia- 


A—Actual 





lehem’s actual per-share earnings of 
$5.75, Republic’s per-share earnings 
of $1.42 and even U. S. Steel’s show- 
ing of $1.84 show this to be true 


beyond doubt. 


So far as the immediate future is 
concerned, there are conflicting in- 
fluences. There are still enough un- 
filled orders on hand to maintain 
operations around the current level 


for some weeks. 


At the same time, 
orders being received are well below 





the operating rate, making it cer- 
tain that there must be further cur- 
tailment of production unless new 
orders develop in larger volume. 
That sufficient new orders will de- 
velop to maintain the operating rate 
between 75% and 90% during the 
present half of this year seems rea- 
sonably certain. This, of course, will 
add further to the profits that the 
steel companies garnered in the last 
half of 1939. 
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Position of Accessory and Tire Stocks 


; volatility of the companies 
producing automobile parts was 
again demonstrated last year. The 
business of these companies is far 
from uniform, but as a group their 
most prominent characteristic is 
wildly fluctuating earning power. In 
the latter part of 1939, the increase 
in automobile production, coupled 
in many instances with the boom in 
airplane output, lifted profits to a 
point that even the most optimistic 
of previous forecasts had not imag- 
ined. This was achieved, despite the 
Chrysler strike which lasted some 
eight weeks and occurred at the 
height of the fall production season. 

By and large, the automobile ac- 
cessory companies are well financed 
with regard to the nature of their 
business. Funded debt is almost un- 
known. Even preferred stocks are 
not generally found among capitali- 
zations. And these conditions exist 
in conjunction with working capital 
positions that are generally strong. 
Thus, larger dividends follow in- 
creased earnings with what to the 
stockholder must be gratifying 
rapidity. 

The near-term outlook is for a 
continuance of satisfactory profits 
and dividends. In contrast with a 
year ago the chances of labor peace 
appear to be reasonably good. This, 
of course, is a picture that can 
change overnight but, the closer we 
come to the season when automobile 
production will commence to de- 
cline, the less labor has to gain by 
trouble. Then, too, it is not thought 
that labor will contribute any fur- 
ther ammunition to those that are 
determined to revise the Wagner 
Act. 

So far as the demand for parts 
and accessories is concerned, there 
is also a satisfactory outlook. Auto- 
mobile output in the first quarter is 
placed at about 1,250,000 units, or 
some 17% ahead of the first three 
months of 1939. Those companies 
that contribute to the aircraft in- 
dustry may be expected to do a 
record-breaking business in airplane 
parts for at least six months and 
afterwards there is the prospect of 
the new records being topped. This, 
of course, is the stimulus of the war 
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Earned Per 
are 


Company 1938 


1939E 


Price Range 
1939 


High 


Low 


Divs. 
Recent Paid 
rice 1939 


Market 


Rating COMMENT 





American Bosch 


NF 


3% 


6 ee B-3 Considerable improvement ¢. 


ast year. 








tBendix Aviation. ... 


33% 


16%, 


30 B-2 Much business ahead in aviation 


division. May pay more. 





*Bohn Aluminum. .. . 


28% 


16 


B-2 Should continue to pay at lea 


25 cents quarterly. 





*Borg Warner........ 


32 


183%, 


B-2 High earnings expected for th 


present quarter. 





Briggs Mfg 


31% 


16% 


B-2 May well pay as much this yew 





*Briggs & Stratton... . 


41 


31 


B-2 Has done well. Outlook good, 





Budd Manufacturing. . 


B-3 Large arrears on the preferred, 





Budd Wheel......... 


6% 


4 
3 


B-3 Doing better. Might make som 
small distribution before very 





Campbell, Wynant & 
Canno! ef. 


17%, 


B-2 40 cents paid January 26. 





64 


341% 


B-2 Earnings and dividends jump, 


Outlook good. 





t*Clev. Graphite Br...  .96 


B-2 Profits last year were probably 


highest in company’s history. 





Collins & Aikman.... 1.71a 


37% 


B-2 25 cents and $1.75 extra pay: 


able Feb. 20. 





*Eaton Manutacturing. .03 


30% 


B-2 Should do well at least during 


the present quarter. 





Elec. Auto-Lite 1.53 


4052 


B-2 Rising dividends reflect increased 


earning power. 





*Firestone T. & Rub... 1.276 


251% 


B-2 Might pay more than 25 cent 


quarterly this year. 





General Tire......... 1.97¢ 


2776 


B-2 May well be more generous to 


stockholders in 1940. 





Goodrich, B. F -14 


24%, 


B-2 Cleared up preferred arrears and 
made payment en common last 


year. 





GoodyearT.&Rub.. 1.34 


38% 


B-2 Recent trend ef business indi- 


cates higher payments. 





Houdaille Hershey"“B" .20 


171% 


B-2 Near-term prospects bright. 





Kelsey-Hayes “B".... def. 


101%, 


B-2 May start shortly to pay some 


thing on account of “A” arean, 





Lee Rub. & Tire 3.716 


37% 


B-2 Earnings lamp. Should continue 


to do well. 





Midl'd Steel Prod.... 2.57 


40 


B-2 Expected to report large eaming 


power for last year. 





Motor Products def. 


19 


B-2 Loss reported for the first nine 
939. 


months of 1 





Motor Wheel a 


1742 


B-2 Should be able to~maintain rate 


of 40 cents quarterly. 





Murray Corp oe ee 


9% 


B-3 Fiscal year changed. Earned 21 


cae a share in quarter to Nov. 





*Raybestos-Manhatt.. 51 


23% 


May pay further extras in addition 
to 25 cents quarterly. 


20 B-2 





Reynolds Spring..... def. 


11% 


7 Ses B-2 Expected to report black figuie 


for 1939 





S picer Manufacturing. 29 


3446 


Fiscal year changed. Continues 
to do well. 


30 B-2 





Stewart-Warner...... def. 


NF 


12% 


8 B-2 Further moderate distributions 








Thompson Products.. 1.33 


Timken-Det. Axle....  .69 


4.50 


331% 


17 


25 cents quarterly appears mod- 
in relation to estimated eam 
ings. 
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NF 


10%, 








t*Timken Roller B.... 


3.00 


54%, 


34%, 


22 x B-2 May pay further extras. 


48 B-2 prove t is expected to be 
maintained. 








TU. S. Rubber 


NF 


52%, 


31% 


May well give consideration t 


35 aie B-2 
dividends before long. 








Young Sp. & Wire. def. 


NF 


21%, 


%, 


Black figures may be shown fot 
i year despite nine mon 
oss. 


10 Bey: B-3 


—_—— 





—— 





to Nov. 30. 
period. 


d—Year to Aug. 31. me! 
t—Recommended for cyclical appreciation. 


E—Ecimote. MF—Mo estmate possible. o—Yeor to Fob. 95, 1999. b—Year to Oct. 31. 
lus payment in stock. 


c—Year 
*—Uninterrupted dividends over 10-yea! 





and our own rearmament program. 
Airplane orders, however, are not 
the only war orders that the parts 
makers are capable of handling. 
There are all kinds of things from 
shell cases to gas mask accessories 
that might be made by the acces- 
sory companies under certain condi- 


tions. One might add, however, that 
war profits will not be overly appre 
ciated by the discerning stockholder 
and he will be in no hurry to dis 
count such profits by paying 4 
premium for the stock of any 
company likely to obtain wal 
business. 
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Moderate Gains For Automobiles Seen 


Trucks Promise to Be of Increasing Importance 


‘.. highlight of the automobile 
industry last year was that produc- 
tion totaled 3,730,000 units which 
represented a gain of about 40% 
over the output of the previous year. 
The Chrysler strike in November 
was an adverse influence, but when 
it was settled after eight weeks of 
shutdown the company moved into 
high gear in order to meet the larg- 
est volume of unfilled orders in its 
history. 

The effect of the increased pro- 
duction on the larger units in the 
automobile field was _ noticeable. 
Chrysler’s per-share earnings are 
estimated at $8 or almost double 
those of the previous year. A simi- 
lar showing was made by General 
Motors. Both these companies 
raised the dividends paid their stock- 
holders in proportion to the increase 
in their earnings. 

So far as many of the smaller com- 
panies were concerned, the increased 
eutput was less prominently benefi- 
cial. Deficits, however, were much 
reduced among the smaller units 
and some even managed to show 
moderate profits for their common 


stocks. Studebaker, helped to some 
extent by a French truck order, 
made the most outstanding showing 
of the independents. 

The automobile industry entered 
the new year operating at a rate 
which smashed all previous records 
for a corresponding previous period. 
When the final figures for January 
are in, the month undoubtedly will 
prove to have been the best January 
in history. With the production of 
some 475,000 units the month will 
far surpass the record made by 
January, 1929, when 423,000 units 
were turned out by automobile 
plants. Looking a little further 
ahead, it is estimated that produc- 
tion in the first quarter will reach 
1,250,000 units. This would be high- 
ly satisfactory, but the crux of the 
matter really lies in the strength of 
consumer demand. So far, the rec- 
ord-breaking production has been 
largely for the purpose of stocking 
dealers heavily in anticipation of the 
spring. Actual retail deliveries have 
been relatively slow, although the 
exceptionally cold weather which 
has extended even to the deep South 


may well be largely responsible. The 
next month or two will tell the real 
story and, in the meantime, an atti- 
tude of guarded optimism may be 
maintained. 

The ratio of trucks and buses to 
total automobile production appears 
likely to move sharply higher dur- 
ing the present year. There are sev- 
cral reasons for expecting this. 
Domestically, the movement of 
freight by trucks has gone to a rec- 
ord high. Although there are no fig- 
ures to be had, there is reason to 
believe that there has been a gain 
in popularity on the part of com- 
muter and inter-city buses. Nor is 
this all: trucks are proving that they 
play an important part in the re- 
armament program. The United 
States Army has placed orders for 
several thousand trucks and is likely 
to place more. The French Govern- 
ment has placed orders for trucks 
and may well place more. All this 
points to but one thing: that, with 
so great an increase in business, it is 
difficult to see how the truck com- 
panies can fail to do better than in 
the recent past. 





Position of Leading Motor Stocks 


Earned per 
Share 
1939E 


Company 1938 


Divs. 
Paid Market 
1939 Rating 


Price Range 
1939 
Low 


High Price 





Whysler........... 
Ford Motor, Canada, A" 
Ford Motor, Ltd 
fGeneral Motors 








Guaham-Paige ; 


}*Mack Trucks : 
Nash-Kelvinator aD a 


def.a 
Packard. . ' 


def.a 


Studebaker ae 
{White Metor. we 
Willys-Overland. 
Yellow Truck “B"’ 
ee 





NF 


94% 53% 5.00 B-2 


COMMENT 


May well pey es much this year as last. 





23 1414 4.00 B- 2 


Expect dividend to be maintained at present rate. 7 





-16 B-2 


War complicates outlook. 





3.50 B-2 


Present outlook favors substantial payments. 





B-4 


Losses continue. Outlook obscure. 





B-3 


Last year will show improvement. 





B-4 


Some betterment, but future beclouded. Samah 





Y ear-end dividend follows resumption of coming power. 





B-3 


Current operations probably profitable. 





B-3 


Nine months loss may be offset by profitable operations in last 
quarter. 





B-4 


New company organized. 





10 B-3 


Does better, but dividends are not a near-term prospect. 





7 1 B-2 


improvement, but payments are not likely in near 








B-4 


Some improvement, but ultimate outlook ‘eheewe. 





1 1% 
11% 7 


Dividend arrears on the preferred nearly liquidated. 7 








E—Estimate. NF—No estimate possible. *—Uninterrupted dividends over 10-year padded. t ~Rlesmmended for cyclical appreciation. a—Year to Sept. 30. 
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As the Trader Sees Today's Market 


Twelve Groups in the Dividend Forecast 


Considered for Technical Action 


BY FREDERICK K. DODGE 


Wane the general market fluctuates around a level 
almost exactly half way between its low of last summer 
and its succeeding high, action of many individual groups 
shows strikingly wide divergences. Anyone unacquainted 
with the news developments of the past six months 
would be aware that something out of the ordinary was 
afoot, merely from a comparison of the charts on the 
opposite page. When the market stages a perpendicu- 
lar rally in which groups like Amusements, Foods and 
Tobaccos fall as sharply as the Steels and Sugars are 
rising—then something unusual and upsetting is to be 
looked for in the background. 

Up to the end of August, for example, the behavior of 
the Amusement group was in line with that of the broad 
market average shown directly above it. Swings were 
somewhat wider, but their timing and direction had been 
about the same for over a year. The war changed the 
situation instantly. Although a halting recovery from 
the break of early September persisted for a good many 
weeks, the close for the year was about at the low point, 
and the group dropped further in January to levels not 
witnessed since 1938. 

Some sort of rally in the Amusements immediately 
after the year end would have been the expectable action, 
and its failure to appear has been undeniably disappoint- 
ing. It might be remembered, though, that at the recent 
low level the Amusements were practically down to the 
point set in the bear market of early 1938. So far, while 
sinking to a slightly lower mark in January than those 
reached last March or last September, the group has held 
above the 1938 low of 24.7. If support continues to 
bring rallies every time that region is approached, it may 
be found that the Amusements will swing more nearly in 
line with the broad market average. Evidence that a 
change is at hand can not yet be considered satisfactory, 
but the beginnings of a change are half visible. 

The Liquor group is another that has gone through 
many months of negative action and that gives faint 
signs of improvement relative to the list as a whole. 
The break of early September carried the group below 
its worst levels of 1937 and 1938 and the following rally 
was not at all robust, but support rather near current 
levels has been consistent on all occasions but the one 
cited. 

The Sugars were the only other issues charted here to 
register a new low in 1939 below any seen in the previous 
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several years. After recovering from the break in April, 
they continued to lose ground right up to the end of 
August, when an extremely sharp rally set in. The 
Sugars had the distinction of making both their high and 
low for a period extending from 1937 into 1940 inside the 
space of five months, and ninety-odd per cent of this 
range was covered inside two weeks. They are now back 
to the middle of the range, showing rather poor resistance 
to the declining tendencies in the general market, and 
undoubtedly dependent on further war developments for 
a turn in the trend. 

Meat Packing had an unusually sharp rally in Septen- 


ber, considering the normal action of the group, and made F 


a new high since 1937. Ground has since been given up 
rather grudgingly, with the January action better than 
that of the rest of the market. The series of declining 
tops visible on the chart is very close to penetration, but 
of course a trend as short and steep as this is never highly 
significant. The correction for the rise of last fall appears 
to. be somewhat further under way than in several other 
groups considered here, the timing of another forward 
movement still not to be deduced from technical factor. 
The Tires & Rubber group has remained for over 
year within the limits of its 1938 range, its September 
rally a very distinct disappointment. Action since then 
has been no better than average, so this is the only group 
aside from Amusements to start 1940 by breaking the 
low of the previous August. Fear of the effects of the 
war on crude rubber supplies, of a price squeeze betweet 
raw materials and finished products, has been responsible 
for the poor action of the Rubbers. Although down to 
14, the group is 40 per cent above its stopping point in 
the 1937-38 bear market and has shown relatively poo 
resistance to the decline even over the past month. The 
lows of last April may well be critical support points. 
While Automobiles failed to equal their highs 
somewhat over a year ago, Automobile Accessories broke 
through into new high ground early in November and 
have retained a respectable part of their gain. The 
latter are naturally volatile, whereas Automobiles, be: 
cause of the low price range, appear to fluctuate les 
widely on the chart. Comparative action in the de 
cline since November, however, shows slightly greater 
strength in the Accessories, with corresponding promis 
for 1940 dividend payments of the stronger units 1 
the industry. (Please turn to page 580) 
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The banks have become virtually investment trusts, 


concentrating largely in United States Government 


bonds. In this position there is both strength and weakness. 


Bank Profits and Their Sources 


BY WARREN KRAEMER 


(a operations of banking’s inner circles are generally 
regarded as mysterious, complicated and just a little 
boring. Yet the facts in the matter are that no clearer 
reflection of the state of the nation’s commerce and 
industry can be found than in the field of banking. 

Today the total investments of the Federal Reserve 
System’s member banks stand at $19,605,000,000 or more 
than twice the 1929 figure—but the total income they 
earn has remained practically the same throughout the 
entire decade, with very slight percentage variations. 
The counterpart of this situation is seen in the fact that 
loans dropped almost 50 per cent in dollar amount while 
the interest they earned slumped more than 66 per cent. 
In spite of this shrinkage, the return on these loans which 
total approximately $13,470,000 or 69 per cent of the 
value of investments, is slightly more than 20 per cent 
greater than from the latter. 

It is from these two sources—loans and investments— 
that banks derive the major portion of their income and 
profits. The sharp drop in the return from them over 
the last hectic decade hinges on the reduced value of 
money as a commodity. In other words the price that 
people are willing to pay for the use of funds has gone 
down to only a fraction of former levels. 

Money rates have been dropping for over a decade and 
at present are at a level close to rock bottom since a 
further retreat would see them practically disappear. 
Proof of this is found in the year-end statements of the 
New York banks. Over 41 per cent of total resources on 
the average was carried in cash or dollar balances with 
other banks and 70.2 per cent of their resources were in 
cash and United States Government bonds combined. 
The reason for this is simply that with bond yields so 
low, practically no return is gained on investments in 
short term, high grade obligations. Many of the leading 
financial institutions gave this explanation in fact when 
their reports were released to the public. But little 
attempt. was made to discuss the reasons behind the cur- 
rent low return that money commands. Some of these 
are easily recognized, while others are far more obscure 
and find their base in the social, political and economic 
trends of the times. 

The primary factor of course is that the banks have 


to contend with the ultimate of paradoxes—too much of 
a good thing. They simply have an over-supply of 
money. Excess reserves at $5,560,000,000 are at dizzy 
heights close to all time records, and the pressure of 
funds for investment has forced money rates steadily 
downward. 

But behind these facts lie other and perhaps more 
basic forces that apparently nullify the prospects for 
any immediate reversal in the trend of the banking pic- 
ture. Changes in the fundamental concepts of govern- 
ment throughout the world are felt here in the United 
States as well, and substantiate the contention that busi- 
ness is afraid to embark on new ventures so long as the 
established enterprises are having a difficult time. This 
acts to deter borrowing on the part of good credit risks. 
Then too there has been a steady influx of capital driven 
from Europe by political upheavals and the war. A great 
portion of it has come over in the form of gold and has 
been purchased by the Government. The dollars paid in 
exchange for the yellow metal go to swell bank deposits. 
In addition this influx of gold has created problems in its 
own right. 


Importance of Treasury Bonds 


The Government itself has contributed to keeping 
money rates down to a low level since this also reduces 
the interest on Treasury bonds. With the vast program 
of public works, welfare, and improvement paid for by 
deficit financing, it is essential that rates be as low as 
possible. And the pressure of bank deposits for invest- 
ment has done just this. In the average large city bank 
investment portfolio, Treasury bonds are not merely a 
large percentage of the total, they are practically the 
whole portfolio. In the latest statements of the leading 
New York banks it was shown that Government obliga- 
tions accounted for between 75 per cent and 90 per cent 
of the total investment account. 

The heavy increase in deposits particularly of the large 
banks has raised some fear that the capital accounts of 
these institutions might not be large enough to support 
them. But this fear does not take into consideration 
the character of the deposits. Whereas in the ordinary 
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sense of the word demand deposits 
were to a large extent evidence of 
loans, the present rise has been occa- 
sioned by an actual influx of cash 
from abroad and by increases in the 
cash positions of many corporations. 
Thus with the banks holding these 
funds in safekeeping as it were, either 
incash or in very short term Treasury 
obligations, their capital accounts are 
ample. 

Of course such investments or cash 
holdings bring in little or nothing for 
the banks. And the problem of in- 
creasing earnings has been the sub- 


Chase.... 
National City. . 
Guaranty Trust. . . 
Bankers Trust. 
Central Hanover. 
Manufacturers. . 
Chemical. ... 
Irving Trust... . 
First National... . 


Bank of Manhattan 
000 Omitted. 


Leading Bank and Trust Companies 


Other 


Securities 
$251,090 
221,450 
84,227 
75,761 
50,946 
71,675 
86,401 
9,447 
158,649 
52,893 


Govern- 
ments 


$820,170 
733,592 
729,601 
498,411 
333,762 
282,493 
170,359 
169,745 
289,924 
80,418 


Deposits Cash 

$2,803,730 $1,293,143 
2,331,258 933,912 
2,088,427 1,040,902 
1,125,410 406,561 
1,106,736 627,537 
762,763 267,373 
737,104 391,152 
695,235 400,811 
628,946 251,139 
609,781 290,469 


Loans 
$636,176 
$30,725 
500,360 
229,566 
165,749 
189,415 
161,385 
189,751 
47,662 
212,076 





ject of extensive study by practically 

every financial institution in the country. By giving due 
consideration to the fact that in addition to lending 
money either in the form of individual credits to compa- 
nies or through purchasing bonds, banks are also service 
organizations whose operations are essential to the mod- 
ern business and commercial structure of the country, a 
new field of income has been developed. The innumerable 
services that a bank renders have been placed on a fee 
basis, and accounts are charged in direct relation to the 
activity less the value of the client’s business to the bank. 

Many banks are now deriving a substantial portion 
of their operating revenues in this manner, and the lack 
of protest on the part of customers who had been spoiled 
prior to the leveling of charges is proof that the fees are 
not considered out of line. 

Intensive efforts have been made also to increase the 
loaning activities of banks. Surveys prove that personal 
loans are profitable to them if the volume is good and 
caution is exercised in the extension of credit. Personal 
loans are best defined as advances to persons, either 
secured or unsecured, the payment of which is directly 
based on the earning power of the individual concerned, 
made in regular installments on a monthly or weekly 
basis. Several large New York banks as well as banks in 
other large cities have been very successful in the opera- 
tion of such a department. Careful investigation before 
the granting of a loan costs approximately $0.50 per 
application and when this caution is exercised the ave- 
rage loss on an unsecured loan is somewhat less than 1% 
of 1 per cent of the total amount loaned out. A survey 
made by the American Bankers Association reveals that 
the maximum advance is $2,500 on this type account, 
while the minimum is $25 and the average is somewhat in 
excess of $200. A large department operating on this 
basis reports earnings equal to 5.53 per cent on the money 
advanced after direct costs and losses have been deducted 
but before inclusion of the pro rata share of bank over- 
head. 

Another field that banks have been cultivating exten- 
sively is that of term loans. These require even greater 
study and care if they are to be successful than the per- 
sonal loans, primarily because they are of a longer matur- 
ity and yet are for the most part not backed by powerful 
companies. But where a bank can come to the right 
conclusions concerning the trend of the busines and set 
up certain safety rules by requiring set margins of cur- 
tent assets to current liabilities, semi-annual payments 
and complete amortization within five years on the aver- 
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age, this type of advance has great possibilities. A great 
deal of care is being taken in the expansion of term loans, 
for a recent survey of this branch of banking revealed 
that approximately 50 per cent of the institutions in New 
York State have as yet not granted a single loan. 

The growing emphasis on investments over the last 
decade has brought with it a tendency to trade in bonds 
as well as purchase them for income. This practice is not 
a healthy one and is considered out of keeping with the 
position that a bank holds in the community. Depositors 
regard their bank accounts as prime investments on a par 
with cash, and the institutions should take no steps to 
prejudice this picture. Of course this does not mean 
that bonds are to be purchased, tucked away in a vault, 
and forgotten. On the contrary every bank should 
devote a great deal of time to studying the position of 
its holdings in relation to the industries they represent, 
and the strength of the companies within the industries— 
or if they are Government, state, or municipal obliga- 
tions, credit must be watched at all times as well as the 
trend of money rates. 


Trading Versus Investments 


Transactions based on changing conditions over a long 
term are vital to the preservation of capital and the 
maintenance of earnings on a plane consistent with 
safety. But profits that come from pure trading transac- 
tions are frequently matched by losses. Often these losses 
are not taken and grow to the point where the indicated 
depreciation forces the setting up of substantial reserves. 
Recoveries too are not properly to be considered as 
profits for as Col. Ayres of the Cleveland Trust Co. points 
out, recoveries aren’t profits but they feel like profits. 

The recent trend has been towards systematizing the 
portfolio study of banks. With the earnings of all types 
of institutions to a large extent derived from their invest- 
ments, it has become customary for the small ones par- 
ticularly to rely on the advice of concerns that specialize 
in the investment field or on the exchange of information 
between each other. 

In spite of the currently depresed interest rates and 
the lack of interest in borrowing that is shown by indus- 
try, the nation’s banks on the whole are showing steady 
carnings that do not look too bad when compared with 
the returns of a decade ago. Some interesting facts in 
the way bank earnings are distributed throughout the 
country were revealed in a (Please turn to page 578) 
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Projecting The Motors Into 1940 


Ne 


Sales and Profit Trends 
Are Favorable, but 
There Are Rumb- 
lings of More 


Labor Troubles 
Ahead 


BY HENRY D. STEINMETZ 


As THE motor industry swung into 1940, 
it had every reason to be pleased with itself. 
The year just completed had been a good 
one and the year ahead looked even better. 
Production was humming along in high gear, 
dealers’ stocks in relation to retail deliveries 
were lower than in some years past and 
retail sales left little to be desired. Nor did 
January fail to come up to expectations, 
output of 465,217 cars and trucks setting a 
new high record for the month. But for all 
that, a note of caution has crept in. Detroit, 
unreserved in its optimism at the turn of the year, now 
has its fingers crossed. 

The reasons are not far in seeking. In the first place, 
general business activity, as predicted in “Preview of 
1940” in the December 30 issue of this publication, has 
turned downward. Secondly, foreign sales, hit by the 
war, may get worse before they get better. Finally, 
there is the specter of labor trouble in the spring. 

All of which is not as bearish as it sounds. Production 
schedules will be curtailed somewhat but no more 
than a moderate decline is expected within the near 
future. Sustained operations by Chrysler, which has not 
yet completely made up for production lost in last fall’s 
strike, will tend to cushion the letdown in overall output. 
Also, most companies, fearful of what the CIO may 
have up its sleeve, are anxious to build up field stocks 
a bit before March. A fair estimate at this time, there- 
fore, is that first quarter production will be in the neigh- 
borhood of 1,250,000 units which would be a gain of 
about 17 per cent over the same months of 1939. If this 
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figure is realized, however, it may be somewhat at the 
expense of the second quarter. 

The industry’s total output last year was 3,732,374 
cars and trucks, up 40 per cent from 1938’s 2,655,171 
but well short of the 5,000,000 plus turned out in 1937. 
Consensus of trade opinion at the beginning of the year 
was that 1940 output would top that of last year by 
10 to 15 per cent but the tendency now is to reduce 
estimates to the lower of the two figures. This would 
still mean better than 4,100,000 units. 

According to the three year cycle theory of fluctua- 
tions in automobile production, 1940 should be in line 
for bigger things than a gain of merely 10 to 15 per cent. 
The third and, theoretically, the best year of the cycle 
(1937 having been the last big production year), 1940 
output should at least approach that of three years ago. 

The theory, however, has its weak points. Based 
logically enough upon the average three year life of 4 
new automobile before it is traded in, it fails to give 
sufficient weight to the effect of the general business 
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_ last three months of 1938. It is doubtful, 
however, if overseas truck sales this quarter + STANDARD STATISTICS Co. 


cycle in bringing about variations in this mean. The idea 
is that, due to regularly recurring waves of trade-ins and 
new purchases, the production pattern is typically two 
years of expansion followed by one of recession. Thus, 
1921, 1924 and 1927 were depressed years while the two 
that followed in each case were years of expanding 
activity. It so happens, however, that 1921 and 1924 
were both years of general business slump and that in 
1927 Ford was out of production most of the year in 
preparation for his model changeover. These considera- 
tions, together with the absence of anything faintly 
resembling a three year cycle since 1929, suggest that 
the theory is of more academic than practical interest 
and that activity in the automotive industry tends to 
conform more to the general business cycle which, un- 
fortunately, is anything but predictable as to duration. 

Getting back to somewhat more tangible factors bear- 
ing on the industry’s prospects, there is the question of 
labor which, perhaps, is not so tangible after all. In 
some respects the situation is better than it has been 
in some years. Particularly constructive are current 
efforts of top union officials to put an end to outlaw 
strikes and slowdowns that play such havoc with pro- 
duction schedules. Moreover, the whole labor movement, 
in Detroit as elsewhere, has been considerably chastened 
over the past couple of years; the union excesses of 1937 
would not be tolerated today. 

At the same time, well informed trade opinion has it 
that a new major offensive will be opened in the spring, 
Ford and GM being most frequently mentioned as pros- 
pective victims. Current quiescence along the labor 
front is believed to be merely the preparatory organiza- 
tional phase, with a CIO drive for an annual wage, 
80-hour week, etc., in the offing. 

Speaking of major offensives, there is also the ques- 
tion of what an intensification of Europe’s war would 
mean to the industry. And the answer depends upon 
what form such intensification takes. An increased tempo 
of air and sea operations would have little 


consignments were shipped by Studebaker and White 
Motors. 

Chief difficulty in selling passenger cars abroad today 
is that most European nations have greatly restricted 
civilian use of gasoline; in England, importation of non- 
service vehicles is barred altogether, and even far off 
Australia has placed a quota on American automobiles, 
reducing sales in that market to 30 per cent of normal. 
Opportunities in the Latin American market remain 
problematical due to larger considerations involving the 
essentially non-complementary nature of U.S. and Latin 
American economies and the practical impossibility of 
our southern neighbors obtaining important amounts 
of dollar exchange. Also, Britain’s tactics in her current 
relations with these countries are such as to discourage 
the latter from increasing their trade with us. Most 
comforting aspect of the whole question is that the auto- 
mobile industry is primarily a domestic industry and 
that overseas sales normally account for only about 10 
per cent of total volume. 


Varying Results of Individual Concerns 


Turning from the industry at large to a consideration 
of some of its principal component units, we find some 
interesting variations in last year’s results and this 
year’s prospects. 

Outstanding exception to the general prosperity of 
the industry in the last quarter of the year was Chrysler. 
In production only slightly more than one month out of 
the final three, the company turned out roughly 145,000 
units or 43 per cent less than in the December quarter 
of 1938. Earnings for the period were undoubtedly 
lower than those of previous quarters having like pro- 
duction totals because of additional outlays last fall 
entailed by the strike. Subject to revision for year-end 
adjustment, Chrysler may have earned 50 to 75 cents 
a share for the period which would bring full year results 





if any effect. If the stalemate on land is 
terminated, however, and if the war of inac- 
tion becomes a war of movement, it will 
probably mean a considerable expansion in 
orders for trucks and other service vehicles 
while exports of passenger cars suffer further 
decline. 

By and large, the industry has been 
harmed more than it has been helped by the 
war thus far. Exports of automobiles, parts 
and accessories in 1939 were rather consist- 
ently above year earlier levels until Sep- 
tember; in the final four months of the 
year, however, they dropped 1114 per cent 
under the total for the like period of 1938. 
The decline has been concentrated, of 
course, in passenger cars, of which exports 
in December amounted to only $7,500,000 
against $13,000,000 in December, 1938. 
Shipments of trucks and busses, however, 
have fared better, a final quarter figure of 
$15,800,000 precisely equaling that of the 
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to $7.75-$8 as compared with $4.32 in 1938. Just as last 
quarter suffered from the shutdown, however, this one 
will benefit from it as a result of expanded output and 
factory sales to meet accumulated dealers’ orders. 

GM’s sales gained 18.3 per cent over year earlier 
levels last quarter as compared with an increase of 14.3 
per cent for the industry as a whole and probably lifted 
per share profits for the year to around $4 as against 
$2.17 the preceding year. The final quarter of 1939 was 
the biggest in history for Pontiac, Olds and Buick, and 
the latter make especially is expected to enjoy a banner 
year in 1940. Chevrolet, of course, continues to be 
GM’s chief money maker and it is of interest to note 
that of the company’s recently completed 25,000,000 
cars, nearly 60 per cent have been Chevrolets. Pros- 
pects are that General Motor’s output for the present 
quarter will top that of a year ago by about 25 to 
30 per cent. 

As is usual in a period of generally rising fortunes in 
the auto industry, however, the most spectacular gains 
have been those of the independents. Of these, Stude- 
baker has been outstanding, fourth quarter unit factory 
sales, aided by a sizable French truck order, jumping 
82 per cent over the final 1938 period and the single 
month of December witnessing almost triple the volume 
of the like month the year before. For 1939 as a whole, 
production was up a tidy 119 per cent, nearly thrice the 
percentage gain of the industry. It would not be surpris- 
ing to find that the company had netted close to $1 per 
share last quarter as compared with 17 cents in the first 
nine months and a deficit of 80 cents for the whole of 
1938. It should be pointed out, however, that the excel- 
lent showing of the December period rested in no little 
degree upon the French truck business and that, unless 
a similar order is forthcoming shortly, the current period 
will see a substantial profit decline. 

Much of Studebaker’s recent progress also derives 


from the success that is being achieved by its new low 


Fay 


Charles Phelps Cushing 
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priced “Champion” of which it has produced and sold 
between 60,000 and 70,000 units since its introduction 
last spring. The company added 1,676 new dealers to 
its list of retail outlets last year and its year-end back. 
log of unfilled orders was the largest in its history. |p 
passenger car registrations, Studebaker last year climbed 
from tenth to eighth place, thus extending competitive 
gains of the year before when it moved up from thir. 
teenth place. 

Packard also did well in 1939. Completing its four. 
year plant rearrangement and modernization program 
early last summer, it promptly lowered prices on all its 
lines in reflection of cost savings deriving from the pro- 
gram. Results were salutary for in the closing three 
months of the year sales rose 80 per cent from earlier 
levels as compared with a 50 per cent gain for 1939 as a 
whole. Though the company lost about 13 cents a share 
in the first nine months of the year, fourth quarter results 
are believed to have been such as to put 1939 as a whole 
in the black. While production is currently subject to 
some seasonal curtailment, the first quarter operating 
statement should make pleasant reading as compared 
with that of a year ago. 

Other independents have also been making hay. 
Hudson will probably report about 80 cents a share for 
the December period which, however, will not be enough 
to offset the $1.53 loss of the nine months ended Septem- 
her 30, 1939. Nevertheless, the year’s deficit will be but 
a fraction of that of $2.94 sustained in 1938. The com- 
pany’s sales jumped 61 per cent during the year, or half 
again as much as those of the entire industry. The com- 
plete restyling of this year’s cars has proved a tremen- 
dous sales aid for shipments of 1940 models have already 
exceeded those of the entire 1939 model year. Public 
acceptance of Hudson cars is better than it has been 
in a decade and the company has added 2,500 new 
dealers. 

Willys-Overland, which lost 98 cents per common 
share in its fiscal year ended 
last September 30, made money 
in the December quarter thanks 
to a rise in factory sales to 
about three times those of the 
initial nine months of the calen- 
dar year. Nash-Kelvinator, with 
the same fiscal year, also went 
into the black last quarter fol- 
lowing a deficit of 37 cents for 
the preceding twelve months. 
The company’s refrigerator divi- 
sion is operating at double the 
rate of a year ago and 194 
prices have been cut  substan- 
tially, a move that has since been 
followed by competitors. 

Returning to the question of 
nearby prospects for the motor 
industry at large, a feature i 
the situation currently is the 
perceptible letdown in consumer 
demand over the past few 
weeks. This, of course, is n0r 
mal after Christmas and_ has 
(Please turn to page 578) 
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Six Fast-Moving Low Price Stocks 


CONTAINER CORPORATION OF AMERICA 


OF AMERICA 


BUSINESS: Container Corp. is the leading manufacturer of a large 
variety of paperboards used in its manufacture of paper boxes, cartons, 
shipping and packing containers. The company numbers among its 
customers most of the processors of nationally known food products, 
dairy products, medicinal preparations and beverages. Seven owned 
paper mills supply a great part of the company’s needs and box plants 
are located at strategic industrial points. About half of the company's 
paper board output is sold to other converters although the company 
buys some special boards outside. Pulp supplies are adequate. 


FINANCIAL POSITION: The funded debt as of October 31, 1939, 
was $5,364,000 due part in 1943 and the balance in 1946. It is followed 
by 781,253 shares of $20 par value capital stock. Current assets as of 
that date were more than triple current liabilities and net working capi- 
tal was about $23.20 a share of capital stock as compared with about 
$22.50 a share at the beginning of the year. Net income for the first 
ten months of 1939 was equal to $0.81 a share of capital stock as com- 
pared with a deficit of $0.08 a share in the same period of 1938. As the 
result of an exceptionally good fourth quarter, 1939 earnings are esti- 
mated to have been close to $1.50 a share. 


OUTLOOK: Although most of the company's products are used by 
consumer goods manufacturers, the uncertainties of the paper industry 
have been the largest determinant of profits. Paper products are in 
strong demand and the fact that Container Corp. has adequate sources 
of pulp gives it a preferred position over its competitors. 


MARKET ACTION: Container Market 
Corp. Average 
‘37 high to '38 low 


64% decline 
‘38 low to '38 high. 716% advance 
'38 high to '39 low. 48% decline 34% decline 41% wider 
'39 low to '39 high. 89% advance 44% advance 102% wider 


Auunee volatility on four moves 56% greater than M. W. S. index of 309 common 
locks. 


Container’s moves 
in relation to avge. 


15% wider 
66% wider 


74% decline 
123% advance 


COMMENT: Recent price—l6. On the assumption that the paper 
industry will continue at close to those levels which prevailed last year, 
Container Corp. shares should prove an attractive speculation. 


Long-Term Record 
Net Sales NetIncome Net Per 

Year (millions) (millions) Share dends 
1930 d$ .12* $1.20* 
1931 _ d2.83* -30* 
1932 d4.10* 
1933 .08* 
1934. 2.79* 
1935 k : 1.89 
1936. . : i 1.97 .50 
1937. . z 2.28 1.20 
1938... 2 Fi 04 1.25 1734- 9% 
1939 (10 mos.). F .81 25 17%4- 9% 


t—Not reported. *—On old “‘A" stock exchanged share for share for new 
¢ommon in recapitalization in 1935. d-— Deficit. 


Divi- Price 
Range 
*22th- 514 
* 8iy- 
*2h- % 
*1014- 114 
*133%4- 61 
2314-22 
2614-153% 
3734-10% 
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CONTINENTAL BAKING COMPANY 





THOUSANDS 











BUSINESS: Continental Baking Co. is the largest bread baker in the 
United States. Production is confined to a relatively few well known 
branded lines which are actively merchandised upon a national scale. 
Bread products—sold under the trade name of "Wonder Bread"— 
supply the company with over 75% of its gross operating income. 
"Hostess" cakes and other pastries account for the remainder of dollar 
sales volume. Most of the company's products are sold directly to the 
retailer through a widespread system of bakeries and company-owned 
delivery trucks. 


FINANCIAL POSITION: The capital structure consists of 400,900 
shares of $100 par value, 8% dividend preferred stock, 950,000 shares 
of Class A and 50,000 shares of Class B common stock. Both common 
stocks are without stated par value. The Class A has preference in 
dividends up to $8 a share over the Class B common after which they 
share on a share for share basis in any further distribution. On July |, 
1939, net current assets of $6,070,438 were adequate for the com- 
pany's needs. 


OUTLOOK: Continental Baking Co. sells about 4% of all of the 
bread sold in this country. Aggressive advertising holds consumer 
demand at high levels and close check on costs minimizes inventory 
losses. Bread sales alone are not highly profitable due to the necessity 
of holding selling prices down. Cake and pastry sales, however, furnish 
a wide margin of profit. Rising consumer buying power is becoming 
increasingly apparent in higher cake sales which should be reflected 
in higher per share earnings over the longer term. 


MARKET ACTION: 


‘37 high to '38 low....... 
'38 low to '38 high..... 
'38 high to '39 low. 57% decline 34% decline 67% wider 

"39 low to '39 high... 92% advance 44% advance 109% wider 

, Avan volatility on four moves 95% greater than M. W. S. index of 309 commoa 
stocks, 

COMMENT: Recent price—!3. Favored by rising consumer buying 
power and the proximity of current market prices to the 1939 low, the 
Class "A" shares appear to hold good speculative possibilities. 


Long-Term Record 


Net Sales Netincome Earned Per Deficit Per 
(millions) (millions) ‘A’ Share ‘‘B*’ Share 


Market 
Average 
64% decline 
76% advance 


Continental's 
moves in rel. to av, 


25% wider 
177% wider 


Continental 

aking Co. “ 
80% decline 

211% advance 


F Sn 
AP 
1930. t $6.11 $7.03 $ .14 5214-16% 
1931 t 4.24 .74 1.02 30 - 4% 
1932... t 2.76 d3.12 1.57 8 - 2h 
1933 “y 2.79 18%4- 3 
1934. ete 2.00 d4.30 1.73 1454- 5% 
1935. 7 1.90 d4.64 11%- 4% 
1936. . 3.50 1.01 355%4-10% 
1937.. 4.15 3.23 37¥%4- 7% 
1938.. as e . 449 4.41 26%e- 8% 
1939 (9 mos.)... 2.95 1.86 2214-11K% 
t—Not reported. d—Deficit. 


Year 


d1.77 1.38 





FOSTER WHEELER CORP. 





FOSTER WHEELER CORPORATION 


- THOUSANDS 


1937 











BUSINESS: The company's principal activities are the manufacture 
and installation of boiler room and oil refining equipment of which it 
is one of the country's leading designers and manufacturers. The 
company's business is about equally divided between steamplant equip- 
ment and oil refining towers, stills, boilers and tubes. Foreign business 
is an important phase of the company's activities and to this end, 
manufacturing plants are maintained in Canada, England and France. 
An efficient dealer organization covers the world. 


FINANCIAL POSITION: The capital structure is relatively simple, 
consisting of 16,728 shares of $7 dividend (no-par) preferred stock 
and 258,180 shares of $10 par value common stock. Net working capital 
of $3,231,281 et the close of 1938 was adequate for the company's 
needs and was probably further strengthened during 1939. At the close 
of 1938, the common shares had an equity value of about $14.75 each. 


OUTLOOK: Orders received during 1939 were substantially above those 
of e@ year ago but due to the length of time necessary to complete 
them, profits thet may accrue from them will probably mot show up on 
the books of the company until later in the second quarter of this year. 
In the meantime, the company is benefiting from increased activities 
in the steamship end public utility industries with the result that reason- 
ebly good earnings per share may be expected this year. No dividends 
heve been peid on the common stock since 1931 when $1.25 @ share was 
distributed. Accrued preferred dividends now amount to about $49 
@ share. 


MARKET ACTION: 


*37 high to °38 low 

*38 low to '38 high 

*38 high to '39 low 52% decline 34% decline 53% wider 

*B9 low to °39 high 112% edvance 44% edvence 154% wider 

PR aaa volatility on four moves 88% greeter than M. W. S. index of 309 common 
s. 


Market 
Average 


64% decline 
76% edvance 


Foster Wheeler's 
moves in rel. to av. 


23% wider 
122% wider 


Foster 
Wheeler 


79% decline 
169% advance 


COMMENT: Recent price—i7. While this issue is highly speculetive, 
it is fevored by the probability of increasing earnings and further gains 
in orders. In any rising market it should meke « better then aver- 
age showing. 


Long-Term Record 


Gross Net 
Sales Income 
(millions) (millions) 
7 $1.65 
1931 d .84 
1932 41.19 
1933 da 
1934 d 
1935 < d 
1936 dé 
1937 
1938 J 
1939 (6 mos.) ‘ as 
t—Not reported. d Deficit. 


hunbnal Stock Nhpruaoal 


656 


Net Per 
Shere 


$6.34 
44.22 
45.70 


Divi- 
dends 
$2.00 

1.75 


Price 
Range 


10414-3714 
64'f- 8 
15%- 3 
43.63 23 - 4% 
42.84 22 - 8% 
43.07 30 - 9% 
41.37 455/g-24/e 
d .25 54-11% 
18 297/e-11 
d .75 294-14 


Year 
1930 





Six Fast-Moving 


INSPIRATION CONSOLIDATED COPPER COMPAnhy 


INSPIRATION CONSOLIDATED 
COPPER COMPANY 


t4,4 1 


THOUSANDS 


1937 1940 


BUSINESS: The company operates one of the largest copper mines in 
Arizona. However, the ore is low grade and production costs are there. 
fore high. In common with most mining ventures, the company controls 
a number of affiliates supplying various services and materials. Con. 
solidated is itself closely affiliated with Anaconda Coppermining Co, 
through the latter's interest in Mines Investment Co. which owns about 
28%, of Inspiration's capital stock. 


FINANCIAL POSITION: Through recent financing, the company has 
funded its long term debt to Anaconda. This was accomplished with 
an issue of $5,910,000 of 4% convertible first mortgage bonds due in 
1852. The bonds are convertible into capital stock at $20 a share. 
Following the bonds are 1,181,967 shares of $20 par value capital stock, 
On September 30, 1939, the company was in fair financial position, 
Quick assets—including $936,918 in cash—were nearly double current 
liabilities of $1,551,527. 


OUTLOOK: While Inspiration is a "marginal" producer, it is able to 
operate profitably when copper prices are above ten cents a pound, 
Current metal prices are declining from their recent highs but they 
are still about 20% above Inspiration'’s break-even levels. If business 
activities are not to decline too far, the present slack demand for 
coppers will improve. However, prices sharply higher than 12 cents 
a pound will likely be a long time in appearing. After the break-even 
point in copper prices has been passed, Inspiration should do as well 
as any of the domestic copper miners in the way of earnings. 


MARKET ACTION: Market 


Average, 
‘37 high to '38 low 64%, [decline 
*38 low to '38 high....... 16% advance 
38 high to ‘39 low 52% decline 34% decline 52% wider 
*39 low to '39 high 127% advance 44% advance 189%, wider 
a Average voletility on four moves 97% greater than M.LW. S. index[of 309 commos 
jocks. 


Inspiration's 
moves in rel, to ay. 

22%, wider 

127% wider 


Inspiration 
opper 
78% decline 
172% advance 


COMMENT: Recent price—I!. Although copper sales have declined 
from recent peaks and metal prices are somewhat lower, consumer 
inventories are low and demand for copper will revive. In such event, 
these shares should show a better than average market action. 


Long-Term Record 


Pounds 
Deliveries Prod. Wetincome 
(millions) (millions) (millions) 
$9.77 $65.6 $ .27 
3.61 61.4 d 49 
1.15 17.0 d1.58 
1.51 41.51 
716 41.23 
35 41.22 
5.42 35 
11.12 1.90 
3.29 33.8 d .32 
3.40 32.2 26 
Before depletion. 


Thumb nal Stock #prp rated 
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Price 
Range 
3014-16% 

11% 3 
THe 
9h 2 
6%- %h 
BH- Mh 

24ge Oh 

33'/e- 6h 

19% Th 

- % 


Net Per 
Share* 


$ .23 
d .42 
41.33 
d1.27 
41.09 
41.03 

-30 

1.61 
d .27 

-22 21 


Year 
1930 
1931 
1932. 
1933 
1934.... 
1935... 
1936. 
1937. 
1938 
1939 (9 mos.) 
d—Deficit. * 


7.5 
59.9 
104.2 
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Low Price Stocks (contd) 
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Ing 

McCRORY STORES CORP. 
OMPANY 


M‘CRORY STORES 


uretirt 


THOUSANDS 





BUSINESS: McCrory Stores operates a chain of 200 variety stores 
retailing a diversified line of merchandise selling from 5 cents to $1. 


er mines in MB Store units are concentrated in the most densely populated areas of | 


s are there IE the mid-western, southeastern and middle-Atlantic states. The com- 
any controls MP pany was reorganized in 1933 and by this method was able to eliminate 
rials. Con. many unprofitable units and to adjust many burdensome leases which 
mining Co, I have materially improved the company's earning power. The reorganiza- 
owns about J tion plan was highly equitable for the creditors as well as the stock- 
holders. Old debenture claims, general creditor and landlord claims 
were paid in full either in cash or shares as the creditor elected. Pre- 
>mpany has I ted stockholders received new stock and all arrears in cash. 
slished with 
ynds due in & FINANCIAL POSITION: The capitalization consists of about $3,656,- 
20 a share. J 100 of long term debt, 50,000 shares of $6 dividend convertible and 
pital stock, IF 990,253 shares of common stock. At the close of 1938, the liquid asset 
al position. J position of the company was comfortable. The current asset ratio was 
ble current I better than three to one and cash items alone were more than double 
al current liabilities. Regular quarterly common dividends are paid 


: atthe rate of $1 per annum. 
is able to 


s a pound, J OUTLOOK: Sales in 1939 were 7.8% above those of a year ago and 
s but they JB common stock earnings rose more than 20%, indicating the strong lever- 
If business I age of the junior issue. With variety store sales continuing to gain, 
jemand for & itis likely that McCrory will obtain its usual full share of any future 
n 12 cents & betterment. The company’s satisfactory earning record since emergence 


break-even IF from receivership would seem to indicate that the current modest divi- 
do as well I dend rate is secure. 

- MARKET ACTION: McCrory Market McCrory'’s moves 
ivation’s Stores Average in relation to avge. 
in rel. to av. ‘I high to '38flow... 15% decline 64% decline 17% wider 

1% wider ‘38 low to '38 high. . P 123% advance 16% advance 62% wider 

1%, wider ‘high to '39 low 27% decline 34% decline 21% narrower 
1%, wider ‘9 low to '39 high. 78% advance 44% advance 78% wider 

1%, wider Average volatility on four moves 35% greater than M. W. S. index of 309 common 
309 common fe "Ck. 


COMMENT: Recent price—1I5. Demonstrated earning power and a 


e declined J vell covered dividend rate make these shares attractive as a specula- | 


consumer J tion in retail trade. 
such event, 
on. Long-Term Record 
Net Sales Netincome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
Pries 1930 $43.22 $1.95 $3.60 $2.00 *74 -37 
Ronse tt 43.30 98 1.49 2.00 *5194-15 
20%-16% fp R(R)..... 39.67 d .10 d .91 16 - 6% 
115% 3 Op 93(R) 31.98 d .38 (R) *4h- % 
1% % EMR) 34.13 1.77 (R) *1244- 1% 


9th 2 1935 (R) 35.39 1.77 (R) *14%- 7% | 
6h th 40.24 2.44 2.16 *161%4-11% | 


8% 2% 41.00 2.17 1.89 50 24%- 7% 
asthe Oh 8 40.01 1,77 1.48 15 13%- 6 


331 64 43.19 i 1.80(E) 1.00 17% - 9% | 
195- Mh (R)—Receivership. d—eficit. t—Not yet reported. * Old stock ex- 


a1 - % thanged share for share for new. (E)—Estimated. 


Thumbnall Stock Mpprauoel 
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MOHAWK CARPET MILLS, INC. 





MOHAWK CARPET MILLS, INC. 


thet tt? ed edt 


THOUSANDS 


1937 











BUSINESS: This company manufactures all of the standard weaves of 
rugs and carpets within a wide range of selling prices. The company 
is completely integrated; combing, spinning, dyeing and reeling its 
own raw cotton and wools in its extensive plants at Amsterdam, N. Y. 
The company maintains its own machine shops and builds its own looms. 
Distribution is obtained through a wide jobber organization although 
some retail outlets of size are sold direct on a contract basis. 


FINANCIAL POSITION: The company reported a strong financial 
position as of June 30, 1939. At that date, liquid assets of $11,060,004 
were more than six times current liabilities. Inventories, valued at 
$8,654,011 indicated a good reserve of raw and finished wool. The 
capital structure consists of but 550,000 shares of $20 par value capi- 
tal stock. 


OUTLOOK: The company will not reflect the sharply higher value of 
its inventories in current earnings since it has recently adopted a “last 
in first out’ inventory policy. However, floor covering sales have 
responded strongly to betterment in public confidence and increased 
buying power with the result that last year's earnings approximated 
$3.25 a share. Replacement sales—especially to public institutions are 
sharply higher. Carpet wools—almost all of which are imported—are 
scarce but Mohawk has ample stocks for many months of good 
production. Dividend payments, which were passed in 1938 were 
restored last year with two regular payments of $0.25 a share and an 
extra $0.25 disbursement at the year end. 


MARKET ACTION: Mohawk Market Mohawk’'s moves 
arpet Average in relation to avge 


| ‘37 high to '38 low. 75% decline 64% decline 17% wider 
| '38 low to '38 high.. 105% advance 76% advance 38% wider 
‘38 high to '39 low... 49% decline 34% decline 44% wider 


*39 low to '39 high... 102°% advance 44% advance 141% wider 
Average volatility on four moves 60% greater than M. W. S. index of 309 commeoa 
stocks. 


COMMENT: The company's earnings have responded closely to the 
fluctuations in general business. If consumer buying power continues at 
last year's fair levels, the stock should be an interesting speculation in 
the consumer goods industry. 


Long-Term Record 
Net Sales Netincome Net Per Price 


Year (millions) (millions) Share Range 
1930 t d$.60 d$1.00 40 - & 


| 1934 t ~t | : 21%- 7% 


1932 $7.61 d1.09 . 14 «5% 
1933 8.71 35 e 22-7 

1934 9.56 d .74 ® < WWH%-12%— 
1935 13.90 .63 . . 23 -10% 
1936 17.59 1.26 . e 33-19% 
1937 18.20 .24 . . 40 %- 12% 
1938 12.04 dt. . 201-10 

1939 (est.) : 21-10% 


| —Not reported. d-- Deficit. 





Bendix Enjoys Two Booms 


Good Year in Both Automobile and Aviation Divisions 
Brought Best Profits Since 1929—and the Trend Continues. 


; eight cents of every dollar spent on 
airplane construction in this country goes to Bendix Avi- 
ation for parts and equipment. The company’s sales last 
year to this industry totaled over $16,000,000 and, with 
every indication that the boom in aircraft production 
will continue, this figure is expected to reach $25,000,000 
for the current year. 

Since the formation of the present company in 1929, 
sales to the automotive industry have constituted the 
major source of income. And Bendix products find their 
way into practically every car manufactured today in- 
cluding General Motors, Chrysler, and Ford models. But 
in recent years the increasing emphasis on aircraft has 
resulted in a heavy demand for the equipment turned 
out by the company’s aviation division. In 1937 this 
division’s sales totaled $8,000,000 and were only 19.7 per 
cent of the total. By 1938 they came to approximately 
$12,000,000, and last year are estimated to have been 


HIGHER PROFIT RATIO EVIDENT 


| 
40} 
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MILLION DOLLARS 


EARNINGS 





CENTS PER SHARE 











1936 





TRAVIS 


$16,000,000 or slightly over 40 per cent of the total. 

Research and development work by experts have 
given the company an outstanding position in both the 
automotive and aviation industries that has been solidly 
maintained over the last decade. Products of the avia- 
tion division fall into three broad classifications: engine 
parts such as carbureters, superchargers, generators, 
magnetos, sparkplugs, and starters; general equipment 
such as landing gear, shock-absorbers, de-icers, and the 
wide range of highly complicated instruments essential 
for safe and efficient flight navigation; and radio appa- 
ratus such as transmission and receiving sets of special 
design, and radio-beam controls for landing planes under 
adverse weather conditions. The radio and instrument 
divisions are of paramount importance in the future of 
flying. As a result of the developments in this branch 
planes can take off, fly directly to a given point, and 
land perfectly—all by instrument—without the pilot’s 
having seen the ground at any time from the start to the 
end of the flight. Planes are no longer trapped in the air 
by a fog that rises suddenly and completely blankets 
the airport. Instead the directional beams from the field 
transmission sets guide the pilot easily down to the run- 
ways. One type of radio set has been adopted by the 
Army for its heavy bombers and since a single installa- 
tion may cost as much as $12,000 this could well be an 
important source of revenue to the company. All of the 
Bendix line is highly regarded by the Army, the Navy 
other Government agencies that operate planes, as wel 
as commercial transport lines and private owners. 

The automobile industry has for many years been the 
principal source of income for the company, and though 
this division is losing its importance in relation to total 
sales, its position within the industry remains unchal- 
lenged. Bendix manufactures carburetors, brake linings, 
fuel filters, air brakes, starter devices, and remote control 
gear shifting devices for almost every automobile com- 
pany in the country. Recent developments such as the 
easily operated steering shafts, gear shift control, and 4 
Diesel engine fuel injection pump represent highly profit- 
able pioneering by the company in the automotive field, 
and have also considerably enhanced Bendix’s reputation. 

As the company grew in size expansion into the marine 
equipment field followed almost as a matter of course, 
and today Bendix makes outboard motors, automatic 
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steering devices, marine engine 
carburetors and ship communi- 
cations systems. Development 
work on marine carburetion has 
greatly reduced fire hazards and 
increased engine starting effi- 
ciency, and notable achieve- 
ments have been made in hy- 
draulic steering eqiupment that 
permits more exact navigation 
control. In terms of dollar sales, 
of course, the division cannot 
compare with the automotive 
and aircraft manufacturing units, 
but it is a valuable outlet and 
a factor in stabilizing earnings. 

Another sideline of the com- 
pany that has been developed 
just recently, with this same 
“stabilization of operations” 
thought, is the household appli- 
ance division. Since most of the 
other large automotive parts 
manufacturers have branched 
out with considerable success 
into the home appliance field 
Bendix elected to do the same. 
Accordingly it purchased a 25 
per cent interest in a concern 
that manufactures home laun- 
dry equipment. The product is rather expensive in rela- 
tion to other makes in the same field, but operations are 
now in the black and Bendix is taking an increasingly 
active hand in the management of the company. 

Bendix is considered a leader in each of its many divi- 
sions for it has a farsighted research staff that has shown 
ability to keep abreast of developments and even to pace 
them a good portion of the time. Both of the two major 
fields of the company’s endeavor are far from static, and 
the pressure of constant improvement has made com- 
petition severe. But Bendix, though somewhat loosely 
organized at first, came through a bad depression in good 
shape. Not the least important factor in the company’s 
history, however, has been the guiding hand of General 
Motors. Back in 1929 when the consolidation that 
brought Bendix Aviation to life was completed, the 
colossus of the automobile world said in its year-end 
report to stockholders, speaking of aviation in general 
and Bendix in particular: “What the future of the air- 
plane may be no one can positively state at this time. 
Through this association General Motors will be able to 
evaluate the development of the industry. .. .” 


Courtesy Bendix 


G. M. Takes a Hand 


General Motors’ interest in the affairs of Bendix stems 
from a $15,000,000 investment it made when the com- 
pany was formed. In return for 500,000 shares or 23.84 
per cent of the new concern’s stock, it gave $15,000,000 
in cash and the rights to its own patents and develop- 
ments in the aircraft and aviation fields. This invest- 
ment went on the books of the automobile company as 
having a value of $15,091,217. Although General Motors 
has not played a dominant hand in Bendix Aviation’s 
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Plant production of aviation starters, generators, etc., at Eclipse Aviation division of 


Bendix, Bendix, N. J. 


development, it has watched the company closely over 
the last decade. Thus far the return on its holdings has 
totaled $4,325,000 and the current market value of the 
stock of approximately $30, places it almost exactly at 
the level of the original per share book value. One strange 
point in the relations between the two companies is the 
fact that General Motors recently sold 21,000 shares of 
Bendix stock. The automobile company obviously 
doesn’t need the cash, couldn’t dispose of its huge half a 
million share block of stock in present day markets with- 
out disrupting the price level or devoting years to the 
job (only 1,524,000 shares were traded by all interests 
in that stock during 1939), and has only recently begun 
to take an active hand in the affairs of the company. 

With the increasing progress of the aircraft industry, 
General Motors began to study the corporate set-up of 
Bendix, and found that production coordination was 
badly needed. Aircraft parts manufacturing activities 
were carried on in a dozen factories scattered throughout 
the nation, management was decentralized and far from 
the scene of vital operations, and in one instance, Julian 
Friez Company of Baltimore, a subsidiary, was produc- 


ing instruments in five parts of the city at the same time 


for lack of an adequate factory building. Accordingly 
a consolidation program was instituted. 

The majority of the aviation division units were 
brought under one roof in a factory that the company 
built in the town of Teterboro, N. J. The town was 
renamed Bendix, and by adroit management the com- 
pany gained other important concessions. Operations 
are highly efficient since the plant was built to specifica- 
tions, and supplies can be brought practically to the 
door by barge, train, or truck. The cost of construction 
was $1,900,000 and a recent (Please turn to page 576) 
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The Investment Clinie 


— Vulnerability of High Grade Securities 
— When a Good Stock Is a Poor Buy 


Conducted by J. S. WILLIAMS 


_ investor’s lot is never an easy one. His problems 
do not lend themselves to expeditious short-cuts. Many 
of the established principles of sound investment pro- 
cedure often strike the individual investor as having been 
laid down for the other fellow and, oddly enough, the 
other fellow’s problems always seem so absurdly simple. 
Probably closer to the actual truth, however, is that all 
investors, large and small, share a common lot. And for 
the past two years or more the most trying problem 
which has confronted all has been that of obtaining a 
reasonable return on their capital. 

As though this problem in itself were not sufficient, 
it is further complicated by the fact that there exists a 
considerable difference of opinion among individual in- 
vestors as to what constitutes a fair return. Ask the 
average investor to define his ideas of a fair return on 
his capital and the chances are that his answer will be 
based on what income he needs or expects to receive. 
It is almost certain that his answer will not be based 
even on a reasonable compromise with what capital can 
actually earn today. By and large most investors make 
it a point to keep themselves informed, but more often 
than otherwise their conception of the basic factors 
which determine the earning power of investment capi- 
ta] are vague, to say the least. 

A man may lend his neighbor $1,000 and charge him 
6 per cent interest. Both parties to the transaction are 
satisfied with the terms—a fair return on the loan, a fair 
rate of interest to the borrower, or so they think. To 
many investors there is something established and invio- 
late about 6 per cent interest and they fall in the habit 
of feeling that what is fair rental for money in a purely 
personal transaction is also equally fair when they put 
their money in a good bond or preferred stock. 

Nothing could be much further from the truth, at least 
in these days when prime commercia] loans are nego- 
tiated at 144 per cent, Treasury bills yield virtually 
nothing, Treasury bonds sell on a 2 per cent basis and 
high grade corporate issues yield only 3 per cent. More- 
over, there is no lack of buyers for these low-yielding 
issues. 

Today the investor with $1,000 to invest and desirous 
of obtaining the implied safety of a high grade bond or 
preferred stock must not only be prepared to make a 
considerable compromise with his former ideas as to what 
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constituted a fair return, but he must also be prepared 
to risk the possibility that his investment may, in com- 
paratively short order, show a capital loss. 

The principal factors responsible for the current un- 
precedented ease in money and the low earning power 
of investment capital have been frequently discussed in 
this department. It, therefore, suffices for the purpose 
of this discussion to say that during the past eight years 
there has occurred a marked change in the supply- 
demand ratio of available investment capital and avail- 
able investment securities. Largely as a result of the 
deliberate efforts of the Government to reduce and main- 
tain money rates at the lowest possible levels, coupled 
with the pressure exerted by the huge store of unin- 
vested funds in the hands of banks, insurance companies 
and private investors, high grade bonds and preferred 
stocks have acquired a “scarcity” value. Present prices 
at which many of the better grade bonds and preferred 
stocks are selling contain a considerable element of arti- 
ficiality. As such, this is not a condition calculated to 
inspire confidence in its permanency. 


Competing with Institutional Investors 


Look at it from the standpoint of the individual in- 
vestor—the bona fide investor who selects his invest- 
ments strictly on the basis of security and dependable 
income. If he selects one of the better grade bonds or 
preferred stocks, whether he realizes it or not, he is iv 
effect entering his bid in competition with the insatiable 
demand on the part of institutional investors. The pric 
which he will probably pay for a long term Governmen! 
bond may net a yield to maturity of about 2.15 per cent; 
a high grade corporate bond will yield from 2.40 to 3 pet 
cent. The average high grade non-callable preferred 
stock tends to sell on a basis yielding about 1.30 per cent 
more than a high grade corporate bond. These yields 
may be satisfactory, relatively speaking, from the stand- 
point of institutional investors, and may even be satis 
factory to the individual. Not only are the requirements 
of institutional investors vastly different than those of 
the individual investor, but as a group they are mort 
sophisticated investors and presumably are well awate 
of the implications with which the present monetary and 
economic structure are fraught. 
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For the individual investor, however, it is a situation 
which holds the nucleus of a three-fold threat to his capi- 
tal. If the investor is compelled to assure himself a cer- 
tain minimum income, the chances are that the current 
yield on high grade bonds and preferred stocks will fall 
short of his requirements. In the circumstances the urge 
to select issues of lower quality is almost irresistible. 
Carried too far this process of “trading down” could 
easily prove disastrous in the next period of declining 
business and hardening money rates. The accompany ing 
decline in the prices of second and medium grade securi- 
ties would wipe out any temporary advantage which 
might have been gained by a higher yield. A ten-point 
decline in a 5 per cent bond would be equivalent to two 
years” interest. 

If, on the other hand, the investor foregoes second 
grade issues, and the lure of a higher yield, and selects a 
high grade bond yielding 24% to 3 per cent, he is still 
risking a possible capital loss. The price vulnerability of 
high grade bonds, with prices only slightly under the 
all-time highs of last June, is only relatively less than in 
the case of second grade issues. Last August just prior 
to the outbreak of the war high grade bonds were selling 
on a 2.90 per cent basis. For a 4 per cent issue due in 
fifteen years the indicated market price, on the basis of 
the average yield, would have been about 1131. By the 
end of September (see accompanying chart) high grade 
bonds had dipped to about a 3.30 per cent yield basis 
and a 4 per cent issue due in fifteen years would have 
dropped to about 10844. This decline would have been 
equal to about $50 per $1,000 bond, or $10 more than 
the year’s interest. Actually, during this same period, 
Atchison, Topeka & Santa Fe 4’s due 1995, a prime 
“money” bond, declined some ten points. Nor is the 
object lesson to be drawn from the action of the bond 
market last September in any way mitigated by the 
subsequent recovery which brought the high grade bond 
average practically back to the August level by the 
close of 1939. 

The fact remains that with high grade bonds selling 
practically at the highest levels in history, further gains 
are definitely limited and prices, by the same token, 
would be highly vulnerable to any stiffening in interest 
rates—to say nothing of the uncertainties evoked by 
the war. 

What is true in the case of high grade bonds is also 
true of high grade preferred stocks. In fact the purchaser 
of high grade preferred stocks at current prices is risking 
an even greater depreciation in capital than indicated 
for high grade bonds. On the accompanying chart, the 
lower line is the average for eight high grade non-call- 
able industrial preferred stocks, This type of preferred 
stock, other things being equal, may be expected to show 
the same pattern of market action as high grade bonds. 
This type of preferred stock is a “money” issue and price 
trends are determined principally by the course of inter- 
est rates, 

Offsetting, in a large measure, the more attractive yield 
on preferred stocks is their greater market vulnerability, 
particularly at current prices. The eight non-callable 
preferred issues which were used in compiling the accom- 
panying average were American Can 7 per cent, Ameri- 


can ‘Tobacco 6 per cent, Corn Products Refining 7 per 
cent, Mastman Kodak 7 per cent, International Harvester 
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per cent, National Lead 
7 per cent. 
1929, 


7 per cent, National Biscuit 7 
“A” 7 per cent, and United States Gypsum 7 
All of these issues could have been purchased in 
at their highs for that historical year, and at current 
prices every issue would have shown a substantial profit 


an average of about 30 points for each issue. At recent 
all of them are selling at or near their all-time 





prices, 
highs. 

From the level just prior to the war our average of high 
grade preferred stocks declined 20 points to the low for 
the move in late September. The average yield rose from 
4 per cent to 4.5 per cent. The decline was equal to about 
11.6 per cent, whereas the decline in the high grade 4 per 
cent bond due in fifteen years amounted to only 4.4 per 
cent. To the extent that the relative action of high grade 
bonds was superior to that of high grade preferred stocks, 
the inference to be drawn is negatively in favor of the 
former. More to the point is the extent to which both 
high grade bonds and high grade preferred stocks are 
vulnerable to anything likely to raise the cost of money, 
or interest rates. A rise in the average yield on preferred 
stocks of only 4% of 1 per cent was sufficient to put their 
average price down 20 points, while an increase of only 
4/10 of 1 per cent in the average yield on high grade 
bonds resulted in a decline of 5 points. 

Conceivably some months may elapse before there 
occurs any noticeable hardening in interest rates, and so 
long as this does not occur high grade bonds and pre- 
ferred stocks are likely to hold close to their present lev- 
els. It appears certain, however, that the nadir of inter- 
est rates has been reached. Such being the case an 
insurmountable barrier has been placed in the way of 
higher prices for high grade bonds and preferred stocks. 
The present has all the earmarks of an occasion which 
might be described as one where the best investments 
are a poor buy. In short, what price safety? 












American Tobacco for Dividends 


Earnings Again Edging Up, Maintaining Long and Consistent Record 


BY J. C. CLIFFORD 


; a cultivation of tobacco is the oldest industry in the 
United States, but the first World War, to quote Father 
Duffy, “made the cigarette respectable.” And a steady 
increase in demand has carried consumption to new 
highs with each successive year. Over the last decade 
alone, in spite of depression and recession, cigarette pro- 
duction increased from 119 billions in 1929 to approxi- 
mately 172 billions in 1939. Small wonder then, that the 
leading tobacco companies have steady earnings records 
that mark their securities as outstanding investments. 
Within the industry the fight for first place among the 
three jJeading concerns is severe, and shifting public 
favor over two and three year cycles places now one 
brand and now another in the lead. The current trend 
is in favor of American Tobacco Company’s Lucky Strike 
which in the last two years has almost closed the gap 
between second and first place. The continuance of this 
trend is expected to see Luckies pass Camels (R. J. 
Reynolds Tobacco Co.) and once more become the na- 
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tion’s favorite cigarette. The brand lost the coveted 
position in 1934 after having held it for four consecutive 
years, and dropped to third place behind Chesterfields 
(Liggett and Meyers Tobacco Co.). These shifts in 
popularity are mainly attributable to the success of 
advertising campaigns on which huge sums of money 
are spent annually by all companies in the field. This 
expenditure is justified by the rapidity with which sales 
drop if the brands are not constantly before the public 
eye. 

Other cost factors in the industry, however, are well 
under control for production is highly mechanized and 
labor takes only 2.5 per cent of the factory value of 
cigarettes produced. The worst problem was solved long 
ago, and today might even be termed an asset. Since 
tobacco must go through a series of drying and curing 
stages before it can be processed, the companies are 
forced to carry a full three year’s supply. Thus it is 
apparent that the impact of the wide fluctuations in the 
market price of leaf could cause havoc in the value of 
inventories. In the case of American Tobacco, inventories 
represent approximately 76 per cent of total assets, and 
such changes would result in highly erratic earnings. 

Yet the company experiences no such difficulty. A 
average-cost-price method of calculating inventory val: 
ues is the solution. The system consists of adjusting 
additions to and withdrawals from reserves on the basis 
of a monthly moving average of costs over a three year 
period. It serves to iron out the fluctuations in the cur- 
rent market prices for leaf, and makes the stocks on 
hand reflect the long term trend. Valuable time is thus 
secured in which to make changes in the retail price 
structure for cigarettes since only one third of the in- 
crease or decrease in costs for a given year is felt in the 
next year’s production. 

The latest reports covering last year’s inventory pur 
chases indicate that on an average 25 per cent less was 
paid for the 1939 crop than for the 1938 crop. This} 
attributable to an exceptionally fine yield of high grade 
leaf plus the unsettled conditions in the export market. 
American tobacco growers have been exporting about 
35 per cent of their yearly production, of which a good 
portion has gone to Great Britain. With war expend: 
tures taking precedence over other goods in commanding 
the dollar balances available, a sharp drop is expected 
in demand from this source. In spite of the fact that 
the average-cost-price inventory will tend to smooth out 
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STREET 


this gain, some advantage is expected to accrue to 
American Tobacco as a result of this pressure on the 
rice of leaf. 

With the major production factors well in hand, the 
operations are well rounded out by an aggressive mer- 
chandising division. A portion of the improvement has 
cme from the startling growth in the sales of the new 
Pall Mall cigarettes in a comparatively few months’ time. 

Operations of American Cigar and Cigarette Co., one 
of American Tobacco’s subsidiary concerns, had been 
ina declining trend for years as a result of the shrinkage 
in the demand for cigars, and it was decided to make 
abid for new business. Accordingly the company leased 
the trade name of Pall Mall from the parent concern 
for $52,000 annually, and set out to capture a volume 
business. The first attempts were not very successful 
though a small steady demand was achieved. But the 
eforts continued, and last year the King Size Pall Mall 
made its appearance. Sales leaped ahead at once, for 
the new cigarette was 35/16 inches long as compared 
with the 234 inch length of the leading brands, and 
contained 20 per cent more tobacco. Steady increases 
indemand have made it actually hard to keep production 
ona par with sales, and it is widely expected that the 
new Pall Mall will shortly move into fifth place on the 
list of top-selling domestic cigarettes, displacing Old 
Golds and ranking next to Philip Morris. 


Other American Brands 


In addition to its two leading brands, Lucky Strike 
and Pall Mall, American Tobacco sells six other cigarette 
brands, among them Sweet Caporal, and Herbert Tarry- 
town, two brands of cigarette papers, two brands of 
little cigars, and 17 kinds of plug, chewing and smoking 
tobacco, including Blue Boar, Bull Durham, Half and 
Half, and American Navy. 

The growth of Luckies, however, has been the major 
factor in the company’s strength. And _ unofficial esti- 
mates indicate that approximately 80 per cent of all 
revenue is derived from that source. Aggressive adver- 
tising with campaigns particularly directed at getting 
the patronage of women have in the main been respon- 
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sible for the continued success of this brand. Advertis- 
ing, selling, and general administrative expenses took 
6.6 per cent of sales, or $16,800,000 in 1938, and 6.9 
per cent or $16,814,000 in 1937. The breakdown of these 
figures is not available, but the amounts spent on adver- 
tising alone are known to be considerable. Yet in de- 
fense it must be offered that whenever a cut in the cover- 
age is made the results show inevitably in the sales 
figures within a few months. Momentum carries public 
demand along for a short while, but the consumer is 
notoriously open to suggestion, and the severe competi- 
tion demands that advertising be both wide in range 
and constant. The good will that the company has built 
up by this means is a vital asset and was carried on the 
books at the end of 1938 together with trade names, etc., 
at $54,099,430. That is a conservative figure in the 
company’s estimation for it has not varied by more than 
a few dollars since 1913 despite the huge outlays for 
intangibles over the intervening period and the con- 
sistent rise in sales. 

Earnings have been good year in and year out since 
the formation of the company at the time the tobacco 
trust was “busted” back in 1911. In the 27 years from 
that date to 1938 the total earnings were $594,445,000, 
and after deducting preferred dividends, $508,308,000 
was left of which $427,653,000 or 84 per cent was paid 
out to stockholders in the form of dividends. Earnings 
last year are estimated to have been $5.15 per share, 
which would have put them ahead of the 1937 figure 
of $5.04 per share. In 1938 the net fell below the $5.00 
mark to $4.89 per share, although 
the regular $5.00 per share divi- 
dend was paid. 

Considering the volume of busi- 
ness transacted ($253,000,000 in 
1938) , the book value of the com- 
pany’s plant after allowing for 
depreciation reserves, is relatively 
small, totaling only $17,883,000 at 
the end of 1938. The value of in- 
ventories is another matter, how- 
ever. Based on the average-cost- 
price (Please turn to page 575) 


plant in Richmond, Va. 











U. S. Steel vs. Bethlehem 


Fourth quarter earnings reports 
of the country’s two largest steel 
concerns serve to demonstrate once 
more the greater degree of leverage 
characterizing the operations of U. S. 
Steel in comparison with its next 
biggest competitor. In both cases, 
operating rates were up 74% from 
the final period of 1938—Big Steel 
from 49.5 to 86.2, Bethlehem from 
56.5 to 98.6. But while net income 
of the latter concern increased 21% 
times over, that of the former gained 
54% times. Though Bethlehem’s 
earnings were charged to an amount 
of $2,000,000 for the creation of an 
inventory reserve, they were also 
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For Profit and Income 


credited with an undisclosed but 
probably substantial sum represent- 
ing that part of profits on sale of 
assets that was equal to losses from 
the same source charged to opera- 
tions in the initial quarter of the 
year. Big Steel’s fourth quarter 
common share net of $2.59, more 
than covering its previous nine- 
month loss, left it with a profit of 
$1.84 for the year. Bethlehem’s $3.74 
for the final period, added to earlier 
profits, brought common share earn- 
ings for the whole of 1939 to $5.75. 
In 1938, the two companies sustained 
losses of $3.78 and 70 cents per 
share, respectively. Probably the 
most interesting bit of incidental 
information brought out in either 


General Tire's new Airfiex rubber clutch hes successfully withstood severe tests in 


use with high-powered engines. 


One important application is to the power plants 


of river tow-boots, watergoing freight locomotives whose maneuverability is greatly 
increased by means of the new clutch. 


$64 





report was Bethlehem’s statement 
that its revenues from shipbuilding 
last year were smaller than in 1938 
despite the greatly increased activity 
of its yards. 


Conflicting Price Trends 


Goodrich's action in raising first- 
line tire prices suggests a general 
mark-up by the industry in the near 
future. Higher crude rubber costs 
are responsible. Elsewhere, how- 
ever, the general trend of commodi- 
ties, particularly farm items, has 
been on the downgrade. Copper 
and the other non-ferrous metals are 
weak; also gasoline and California 
crude, though fuel oil prices have 
been strong. Carbon black quota 
tions, fixed under six-month com 
tracts, were marked up at the tum 
of the year. Bread prices are also up 
though wheat is down. Refrigerator 
prices have been lowered and steel 
is under pressure. Thus, the over 
all picture is one of weakness but 
behind the averages there can be 
found not a few conflicting trends. 


Individual Bull Markets 


Though the market as a whole has 
been declining irregularly since late 
October and is now well below its 
best 1939-40 level, a handful of ind 
vidual issues have lately been push: 
ing persistently into new _ high 
ground. In the van has been Loft 
whose Pepsi-Cola is reportedly mak: 
ing continuous and sizable inroads 
in the soft drink field. Dow Chemical 
has also been prominent on the up 
side, responding to bullishness anent 
its new process for extracting bro 
mine, base material for making ethy! 
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(uid, from sea water. High doings 
in the air transport industry are re- 
fected in the action of American Air 
lines and TWA, while American Snuff 
and U. S. Tobacco have been buoyant 
on the prospect of substantially 
jwer raw material costs. The same 
applies to Phoenix Hosiery, silk prices 
having recently collapsed; also, the 
company will shortly start 15 of its 
40 knitting machines on _ experi- 
mental runs of Nylon. Studebaker, 
thanks to its new “Champion,” ap- 
pears definitely on the comeback 
trail. Cluett Peabody, having adapted 
its Sanforizing process to rayon, has 
taken a new lease on life. Eaton 
Manufacturing, cashing in on heaters, 
two-speed truck axles and aircraft 
parts, probably hit a new earnings 
top last year. 
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Corporate Briefs 





American Can's sales of paper con- 
tainers last year are understood to 


















ing first- § have gained about 40% over 1938 

general @ aid trend is continuing this year; 
the near earnings are estimated around $6. 
ver costs fF ** * Standard Oil of N. J. has ob- 
‘e, how. & tamed from  I.G.Farbenindustrie, 
ommodi — Germany, production rights to 
‘ms, has @ “buna,” the synthetic rubber that in 
Copper — some respects is superior to the nat- 
etals are & ural product; company will probably 
‘alifornia @ license the tire makers. * * * Revival 
‘es have & of British interest in American steel 
< quota: BF industry is signalized by recent 50,- 
th con & 00 ton order placed with U. S. Steel. 





the tum § ** * Increased plant expenditures 









» also up we in the offing; Aluminum Co. is 
rigerator B embarking on a new $30,000,000 ex- 
nd steel & pansion program and du Pont reports 
he over & that its 1940 capital outlays will top 
iess but ff the $27,700,000 it spent last year. 
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** * Clark Equipment has developed 
in automatic engine booster de- 
signed to add about 50% to the pow- 
er of medium weight trucks mak- 
ing them competitive with higher 











hole has § Priced vehicles for heavy duty work. 
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nee late * Continental Motors, appearing 

slow its almost daily in the market’s “most 
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active” list, reports unfilled orders of 
$6,424,000, highest in many years; 
company the 
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1939 Earnings Reports 





Earned Per Share 
1938 





1937 1939 
American Steel Foundries.................-.... $3.05 $d1.47 $1.15 
Pies RNS 55.05 s,s cncns cep cneees 6.35 6.09 6.13 
Westinghouse Electric...................00.005- 7.53 3.38 5.18 
ON Re Aner ena ani 6.07 2.27 1.99 
Pevanenty Ob. «is oicciiceccss. Erecudeuawes 2.85 2.59 2.37 
Wayne Pump (year ending Nov. 30)......... 5.65 3.68 3.23 
EIEN os occ oa ines ccendue shovnwocnes 8.21 3.03 5.71 
Se a 1.19 d1.86 1.42 
NNER coos nas acne meant sate wehens -70 .08 89 
Cc wealth & South -18 -13 .03 
Wheeling Steel............ PSEA 4.03 d2.44 6.40 
I MINN ora c Cecucccsadiekwdaduocaes 1.81 1.01 1.12 
General Railway Signal. ... 1.58 d .85 34 
United Gas Improvement. . . 1.09 -96 .98 
EE I oo De Ong Fic pads Berpebe 2.80 2.03 2.52 
Safeway Stores........... 2.62 4.02 6.61 
Commercial Investment Trust..................... 5.73 4.75 4.34 
Southern Railway. . d1.69 d2.69 2.69 
PI os ccinin wo iscsi tse tueeae 4.40 2.69 3.82 
Parker Rust Proof..... : See ee 2.75 1.33 2.22 
Devoe & Raynolds (year ending Nov. 30)... 4.05 d1.72 2.05 
General Cigar............ 2.80 1.81 1.12 
Inland Steel.... 8.05 3.12 6.74 
Bigelow-Sanford Carpet. . 1.29 d5.26 6.44 
Briefs”), there is apparently also a a number of concerns, including 


considerable body of opinion in in- 
dustrial management circles that one 
of the most sensible ways of employ- 
ing surplus earnings under present 
day conditions is in a reduction of 
capital obligations. Most recent 
outstanding examples are Bethlehem 
Steel, which has called its entire 5% 
preferred issue, and Johns Manville, 
which plans to retire 10% of its 7% 
preferred. Bank loans are also being 
cleaned up in a number of instances 
and quite a few concerns, including 
Curtis Publishing, Cities Service Power 
& Light, Wilson & Co., American 
Woolen, Associated Dry Goods and 
Cuban American Sugar, are applying 
substantial parts of recent profits 
against preferred dividend arrears. 
Elsewhere, on the other hand, there 
have been a few new money issues 
such as those of Lockheed Aircraft, 
American Power & Light, Libby McNeill 
& Libby, Seiberling Rubber and others 
to a total of $52,500,000, suggesting 
a shift rather than a reduction of in- 
dustry’s overall capital structure. 


Behind the Parade 


Last year was far from the best 
that the oil industry has seen in its 
time and earnings, for the most part, 
were under those of 1988 although 


Atlantic Refining, Sun Oil, Phillips 
Petroleum, Texas Corporation and 
Shell Union, succeeded in showing a 
gain on the year. Also far behind 
the recovery parade of industry at 
large were the farm equipment com- 
panies, some of which, incidentally, 
are only now beginning to get out 
their annual statements although 
their fiscal year (except in the case 
of Oliver and Allis-Chalmers) ends 
two months ahead of the calendar 
year. Minneapolis-Moline sustained a 
loss of 82 cents a share against 
a profit of 12 cents in the previous 
year. J. |. Case lost $1.88 after pre- 
ferred requirements against a profit 
of $8.80 in 19388. Deere showed up 
somewhat better—$1.82 versus $2.43 

due mainly to a more favorable 
inventory position at the begining 
of the period and a better competi- 
tive position with respect to lower 
priced tractors and implements. 
Harvester, which has yet to report, 
probably suffered a greater decline 
in farm implement sales than Deere, 
but its overall earnings may have 
been bolstered by the truck division. 
Oliver and Allis-Chalmers should 
show to advantage against the others 
because of the difference im fiscal 
vear, farm equipment buying having 


») ; ‘, ~<a) 
(Please Curnh CO page dS2) 








OUND common stocks, low and 
moderate in price, form our 
Unusual Opportunities Program. 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


Every stock approved must have 
a sound capital structure, out- 
standing earnings prospects and 
enjoy a broad market. The com- 
pany must represent an industry 
that is expanding. Above all, the 








A Market Program 
Concentrated in 


Low-Priced Stocks! 


This in essence describes our Un- 
usual Opportunities. Our analysts 
select sound listed common stocks 
averaging under $25 which on a 
percentage basis should do better 
than the market. 


We advise you definitely what and 
when to buy and when to sell. 
Through the judicious use of stops, 
we have you minimize losses and 
let profits ride with the uptrend. 


out recent market movement 
these issues have been reanalyzed 
From this new group, our recof 
mendations will be made. Tem 
porarily quoted around 20, theg 
stocks can rebound into the 25g 


price range. 
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Substantial Protits on Small Capita 


Exceptional Short-Term Profit Possibilities Now 
Developing in Low - Priced Common Stocks 


Te : 


Consequently, profits of 5 to 0 
points should be available in such 


issues. 


They should prove 


profitable mediums for the 
placement of present holdings 
face a dubious outlook. You may 
switch 20 shares of a stock around 


40, into 50 of a stock at 20, and 


¥ 
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issue must hold unusual near-term 
profit possibilities. 








materially enhance your prolif 
prospects. 4 

















3 Stocks Considered . . . Three Unusual Opportunitieg: 

. averaging around 20... are now being considered 
They will be recommended to you as a FORECAST subs 
. when our market technicians feel the time fof 
you to buy has arrived. 


Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in IO share 
lots, generally on an outright basis. With a larger amount, 
you may proportionately increase your operating unit. 
The maximum number of stocks carried at one time is five. 
Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


scriber . . 


Commitments will then be kept under our continuous sit 
pervision and we shall advise you . . . by telegram and 
by mail . . . when to close them out and whether to keep: 


Profits of 5 to 10 Points . «+ At current market levels, _— funds liquid or make new purchases. 


many selected stocks that meet our Unusual Opportunity 
qualifications are selling within our price limit. Through- 


Mail the coupon below to take an advantageous positid 
in these three Unusual Opportunities. 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose [] $75 to cover a six months’ test subscription [] $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from March 15, 1940. I understand 
that regardless of the telegrams I select, I will receive the complete service by mail. [}) Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 


FREE 
Service 
to 


Mar. 15th 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 
Private Code after our Code Book has had time to reach you.) & 


O UNUSUAL 


Low-priced Common Stocks for Market Appreciation. One or two wires a 


month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


OPPORTUNITIES 


Active Common Stocks for Short Term Profit. One or two wires a month, 
on average. Maximum of five stocks carried at a time. 2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Ol TRADING 
ADVICES 
Dividend-paying Common Stocks for Profit and Income. One or two wires a 


month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


BARGAIN 
INDICATOR 


CAPITAL OR EQUITY AVAILABLE............ 





Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
interest in any 
issue or _ brokerage 
house. Our sole ob- 
jective is the growth 
of your capital and 
income through coun- 
sel to minimize losses 
and secure profits. 
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BUSINESS ACTIVITY 


W. S. Index 








CONCLUSIONS 





INDUSTRY — Relapse into hand-to- 
mouth buying habits brings mild, but 
probably brief, recession. 








TRADE — Both retail and wholesale 
sales about 4%, above last year. 








1923-25=100 


COMMODITIES —Trend irregularly 
lower. Metal prices weaken. 








MONEY AND CREDIT — Commer- 


cial loans in seasonal decline but in- 








vestments continue to expand. 

































































The Business. Analyst 


Cold weather, though interfering to some 
extent with retail trade, has sharpened the de- BUSINESS CREDIT 
mand for coal, gas, fuel oil, electric power and Federal Reserve Board 
winter clothing, while contributing, through 
heavier coal shipments, to a less-than-normal 
seasonal decline in carloadings. On the other 
hand, cessation of inventory accumulation has 
been in a large measure responsible for a drop 
of 15.6% in the seasonally adjusted index of DEPOSITS 
check payments, in the absence of which per 
capita Business Activity would have sale 
thus far only 2.9% from the year-end peak— 
instead of 4.3%, depicted on the graph above. 
On a seasonally adjusted basis, changes in 
other components of the Business Index since 
the first of the year include gains of 7.5% 
in soft coal production, 3% in carloadings, 
1%, ‘in electric power output; and recessions 
of 15% in lumber shipments, 6.3%, in the steel 
ingot rate, 6% in automobile assemblies and 
4.3% in cotton cloth production. 

* * * 


TOTAL INVESTMENTS 


BILLION DOLLARS 


The mild business recesssion which set in with 
the turn of the year is a natural reaction from 
over-optimistic inventory buying which swept 
the business curve up to near capacity toward 
the close of 1939; but present inventories will 
not suffice to support a hand-to-mouth order- BANK 
ing policy for many months, and there is little 3 
possibility that the current slackening _ will SPER 2S La SSR Oe Eee aes ee 


(Please turn to next page) tiO WEEK RUNNING AVERAGE OF 140 CITIES 
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Business and Industry a 
— 
STEE 
beta’ hee Lest “ 
ates revious as ig 
Date Month Month Wai PRESENT POSITION AND OUTLOOK Shi 
INDUSTRIAL PRODUCTION(a)| Dec. 128 124 104 rm 
INDEX OF PRODUCTION AND! (Continued from page 567) Pr 
93 1 84 | 
Production ; 92 90 83 : deste ieashie | 
Durable Goods | Nov. 84 80 ot | “er ca pnd saenven ter -lokaoane tor all Re 
eat ee Goods . 97 97 92 never has been a major depression in the United | 
“ergh Distribution ; 89 88 17 States that was not preceded by conspicuous con- 
Distribution wed Consumers . 99 96 90 traction in the excess reserves of commercial = 
Miscellaneous Services E 84 83 81 banks. At any rate, a search of the records has PAP 
WHOLESALE PRICES (h) 79.3(pl)  79.0(pl) 76.9 uncovered no exception to this rule within the . 
past seventy years. Since excess reserves are 
INVENTORIES (n. i. c. b.) | still expanding, it can be accepted with consider. OM 
Raw Materials : 93.0 91.4 103.3 able confidence that no major depression is in Ie 
Semi-Finished Good , 6 g 110.7 : 
Funied Goods... | ass is sata sk i dite: | “ 
cost OF LIVING (d) Weakness in spot commodity prices of re- Ste 
All items . og ol =. cent weeks is both a cause - effect of the tempor- ‘oe 
: . : . ary withdrawal of buyers from primary markets, 
Housing . 86.6 86.7 86.2 and in consequence of this some softening has | Pa 
Clothing t . 712.9 712.9 73.0 appeared recently in wholesale prices. Since | Ra 
Fuel and Light . 85.6 85.6 86.0 inventory accumulation plans an important role in 
Sundries . 96.8 96.8 96.8 stimulating business, no sustained upturn can be 
Purchasing value of dollar won ee a yec. 117.2 116.7 : 116.6 — expected until present inventories recede enough ‘ 
NATIONAL INCOME (cm)j..... 1939 $68,500 nen | Oe | Bi 
CASH FARM INCOME+ et? ii Be 
Farm Marketing.............. .| Dee. $651 $613 | Pe 
Including Gov't Payments... | Dec. 743 652 Individual incomes last year totaled $69.7 mS 
12 Months 8,081 billions, compared with $66.3 billions in 1938, 
Prices Received by Farmers (ee)... 94 Comparing 1939 with 1938, salaries and wages — 
Prices Paid by Farmers (ee) 120 gained 5%, while dividend payments rose 15%. 
Ratio: Prices Received to Prices National income produced last year—which | 
Paid, (ee) 78 includes the savings of —— units; but excludes ™ 
A social security benefits and Government subsidies A 
By ov — (f) to veterans, farmers and the unemployed—is es- al 
Non re ble d 103.8 timated at $68.5 billions (approximately the | ELE 
re are ‘S| same as for 1929, after allowing for the lower | K 
FACTORY PAYROLLS (f) 87.1 price level), against $64 billions in 1938. Fac fe 
(not adjusted) tory employment in December was 10.7% “TR. 
———| above December, 1938, while payrolls rose r¢ 
| RETAIL TRADE 16%, and weekly real wages advanced 6%. re 
Department Store Sales (f) 95 89 Producers’ sales in December were 14.6% larger sc 
Chain Store Sales (g) , 120.0 117.0 112.0 than a year earlier, compared with an increase of og 
Variety Store Sales (g) . 130.0 122.0 122.0 21% in November; while December wholesale | N 
Rural Retail Sales (j) : 132.4 122.7 114.8 trade gained 4.4%, with year-end inventories up | L 
Retail Prices (s) as of ‘ 92.0 91.9 85.3 10.9% against the year's gain of only 6.7% in oa 
-soameitty - les. Producers’ sales last year were 12.5% 
FOREIGN TRADE = ‘ STE 
; ahead of 1938. Owing partly to snow and cold, 
oo oe geo $357.5 $286.9 — department store sales in the week ended ; 
Cumu ative sr note T to 3,123.8 3,057. January 20 were only 4% ahead of last year, F 
Merchandise i epee | : 232.7 compared with a four-weeks’ increase of 5%. a 
__Cumelative once totel ad 2,276.3 Rural merchandise sales in December were STI 
RAILROAD EARNINGS the heaviest for any like month on record, bringing g 
Total Operating Revenues * ‘1st 12 mos.$3,995 071 $3,564,830 the year's total up to 12% ahead of 1938 and 5% ——— 
Total Operating Expenditures®. .'1st 12 mos. 2,918,216 2,721,494 above 1937. ea. rl CA 
1st 12 mos 355,766 340,695 ( 
Net Rwy. Operating Income*.../1st12mos 588,801 373,151 Owi ‘al Nii , a | = 
Operating Ratio % [1st 12 mos 73.05 76.34 rloadi aan rs “sige nee wie at PE’ 
Rate of Return %..... 1st 12 mos 2.26 1.43 reg us far this year have declined less / 
| BUILDING Contract Awards (k).|_ Dec $354.1 $999.8 $389.4 ‘ o8 | : 
| #F.H. A. Mortgages 
Selected for Appraisal f Dec 67.1 80.7 16.9 Material prices, which account for about two- 
i Accepted for Insurancet........; Dec 53.2 65.0 51.1 thirds of building costs, have advanced about ¢ 
| Premium Payingt 64.8 67.1 56.3 3% since war was declared in early September. ( 
—_—— re $$$ — This may have contributed to the recent slackening B.:. 
Building Permits (c) in new construction activities; though business 
i 214 Citiest ; $63.2 $85.3 $67.3 uncertainties, a sharp rise in installment buying, “= 
New York Cityt........-..-... ; 13.4 15.8 22.3 and the Government's war on building rackets De; 
Total, ERS B igs tena) +9 hess = “ aS 76.6 101.1 89.6 probably have also played a part. Che 
| Engineering Contracts (En) { ? 192.0 190.3 B44 Ag 
ss wa’ 
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Latest 
Month 


Last 
Year 


Previous 
Month 


PRESENT POSITION AND OUTLOOK 








STEEL 
Ingot Production in tons * 
Pig lron Production in tons*®......| 
Shipments, U. S. Steel in tons*®.... 


5,164 
3,768 
1,304 


5,463 
3,720 
1,271 


3,143 
2,211 
694 


| Domestic retail deliveries of automobiles 


| during the first 20 days of January were 11% 
above the like period last year; yet year-end in- 





AUTOMOBILES 
Production 

Factory Sales 

12 Months.. 
Registrations 

Passenger Cars, U. S. (p) 

Trucks, U.S. (p) 


452,024 
3,577,058 


2,655,833 
487,288 


351,782 388,346 


2,489,635 


1,891,021 
365,349 


| ventories were 9% iower than at the close of 1938. 
| Present production schedules call for factory out- 
put of above 400,000 units in February, the 
largest number for any like month since 1929, 
compared with 312,000 in February, 1939. 
| U.S. factory sales last year totaled 3,577,058, a 
| 44% increase over 1938. 


. * * 





|PAPER (Newsprint) 

Production, U. S. & Canada * (tons). 
Shipments, U. S. & Canada * (tons). 
Mill Stocks, U.S. & Canada * (tons). 


Dec. 
Dec. 
Dec. 


318.5 
342.9 
182.5 


285.6 
303.4 
180.0 





LIQUOR (Whisky) 
Production, Gals. * 
Withdrawn, Gals. * 
Stocks, Gals. * 


8,033 
7,704 
465,018 





11,003 
7,665 


465,934 © 466,785 


Lumber orders in the week ended Jan. 20 were 
| 18% above production and 11% ahead of last 
| year. Freight cars on order as of Jan. 1 num- 
| bered 37,099, the largest for any like date since 

-, 1926. Only 5,080 were on order a year ago. 
| Shipments of locomotives last year numbered 
356, compared with 261 in 1938. Portland 
| ¢ement shipments last year were 15% ahead of 
1938. North American stocks of newsprint 





| GENERAL 
| Paperboard, new orders (st) 
Railway Equipment Orders (Ry) 
| Locomotive ' 28 
Freight Cars | 209 
Passenger Cars | : 5 
Cigarette Production t 162,626 
Bituminous Coal Production * (tons). 37,283 
Boot and Shoe Production Prs.*. . . 419,500 
Portland Cement Shipments * 6,772 


393,123 


414,224 334,711 


8 


47 
171,334 
36,541 
390,746 
6,290 
875 





Commercial Failures (c) 882 


—— — 





WEEKLY INDICATORS 


on Jan. 1 were 10% above last year. 
* © * 


Cigarette deliveries last year numbered 171.3 

| billions, a new all-time record, and 5.4% above 

1938. Whis!:y withdrawals in December were 

slightly larger than for the like month of 1938, 

leaving year-end stocks a little lower than a year 

earlier. Nearly 420 million pairs of shoes were 

| produced in the U. S. last year, a new high record, 
| and 7.3% above 1938. 











Latest 
Week 


Previous Year 


Week 








M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


97.8(pl) 


98.1 83.9 


Ago_ 


PRESENT POSITION AND OUTLOOK 








Cold weather is sustaining electric power 





ELECTRIC POWER OUTPUT 


BOWEN licres-oceintorarstersieaecitar a wlnes 2,566 


2,572 2,293 


output at about 12% above last year, despite the 
mild recession in industrial production. Utility 
industry's earnings for the current quarter should 
average around 10% better than last year. Gov- 








TRANSPORTATION 
Carloadings, total 649,488 
30,395 

| 171,375 
Forest Products 27,832 
Manufacturing & Miscellaneous 243,199 
143,370 


645,822 
28,089 
158,672 
30,660 
250,708 
142,919 


590,459 
32,199 
136,763 
27,917 
218,373 
146,436 





STEEL PRICES 
Pig lron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


22.61 
UE-3S 
2.261 


22.61 
17.54 
2.261 


20.61 








STEEL OPERATIONS 
% of Capacity week ended (m)....| 


CAPITAL GOODS ACTIVITY, 
(m) week ended 


77.0 





94.7 








PETROLEUM 

Average Daily Production bbls. *. . | 
Crude Runs to Stills Avge. bbls. *.. 
Total Gasoline Stocks bbls. * 

Fuel Oil Stocks, bbls. * 
Crude—Mid-Cont. $ per bbl 
Crude—Pennsylvania $ per bbl.... 
Gasoline—Refinery $ per gal 


Jan, 27 
Jan. 27 
Jan. 27 
Jan. 27 
Feb. 2 
Feb. 2 
Feb. 2 


3,606 
3,470 
87,914 
76,323 
1.02 
2.23 


065 


82.0 mo 


ae le OE eer ee a es 
| 


97.8 81.5 


3,590 
3,510 
85,880 
77,915 83,938 
1.02 1.02 
2.23 1.28 
.06Fg 


3,248 
3,213 
78,461 


14.875 | 
2.286 | slashes in iron ore prices suggest that some con- 


05% 


ernor Copper, of Tennessee, testifies than the state 
is losing $3,000,000 annually in taxes, since 
about 90% of its electric utilities have been taken 
over by the TVA; though consumers save 
$7,500,000. 


} 7 . * 
| With large consumers, notably the automobile 
| industry, withholding orders to force price con- 
cessions, new bookings by the steel industry have 
dipped below 50% of capacity, and the oper- 
ating rate has receded to around 75%. Recent 


| cession on finished products may be conceded 
| eventually; but, with expanding export demand, 
and domestic consumption holding at far above 
the level of orders booked by the industry, pres- 
ent buyers’ strike can scarcely outlast the current 
| quarter. 


* * * 


Comparing November, 1939, with November, 

1938, exports of gasoline were 2,560,000 bbis., 
| against 3,698,000; domestic demand was 47,275- 
| 000 (including 411,000 bbls. of aviation gaso- 
| line), up 5%. Industry could produce over 
| 1,430,000 bbls. (60,000,000 gals.) of aviation 


“ ” 


gas"’ monthly with present equipment. 





term trend. (c)—Dun & Bradstreets. 
Dept. of Agric., 1924-29—100. 

Chain Store Age 1929-31—100. 
Age. (n)}—1926—100. 
way Age. 





(En)—Engineering News Record. 
(j}—Adjusted—1929-31—100. 
(p)—Polk estimates. 


t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. ¥Y. 100%—estimated long | 
(cm)—Dept. of Commerce estimates of income paid out. 
(ee)—Dept. of Agric., 1909-14—100. 
(h)—U.S.B.L.S. 1926—100. 
(n. i. c. 6.)—Nat. In. Conf. Bd. 1936—100. 
(s}—Fairchild Index, Dec., 1930—100. (st)—Short tons. 


(d)—Nat. Ind. Conf. Bd. 1923—100. 
(f)}—1923-25—100. 
(k}—F. W. Dodge Corp. 
(r)}—Revised. 


(e)— | 
(3)— } 
(m}—lron 


(pl)—Preliminary. (Ry)—Rail- 
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Trend of Commodities 


The trend of commodity prices over the past fortnight 
was marked by considerable nervousness and erratic price 
movements in individual commodities, particularly those 
which attract a large speculative following and which are 
sensitive to day-to-day developments having any conceivable 
effect upon supply-demand factors. It is becoming increas- 
ingly apparent that this is likely to be the pattern of 
commodity price movements for some weeks to come, or 


at least until some dynamic event, doubtless evoked by the — 


war, galvanizes buyers out of their present attitude of jn. 
difference. New commitments in raw materials and indy. 
trial commodities are being restricted to immediate needs, 
although inventories are being held at more generous 
portions than in 1938-39. Confronted with all of the latent 
possibilities of the war, buyers are taking no chances on be. 
ing caught with depleted inventories. 





U. S. DEPT. OF LABOR COMMODITIES INDEX 1926=10: 


1935 


down 0.3 
down 0.4 
down 0.2 
down 1.4 

up 0.1 


MR oo Sos. cs ov ocd esee= 
uel 


Fuel and Lighting................ 








Changes in Major Commodity Price Groups for the Fortnight Ended Jan. 27, 1940 


LABOR COST 
FINISHED PRODUCTS 


” 
3 
= 
5 
Zz 
x 
WwW 
ra) 
r 4 


RAW MATERIAL 


1940 M ASON 


Li 
Housefurnishings................. 
IN iso s.enn wasn ssisecs 























Latest 
Date 


Previous 


Wk. or Mo. Wk. or Mo. 


Year 


Pon COMMENTS 








COTTON 

Price cents per pound, closing 
10.56 
10.23 
10.81 


(in bales 000's) 





3,997 
11,792 
22,778 


Total Exports, season Aug. 1 to.... 
Government Crop Est. (final). ..... 
Active Spindles (000's).......... 


10.60 
10.29 
10.90 


Visible Supply, World........... é (X) (X) 
Takings, World, wk. end.......... " (X) (X) 
Total Takings, season Aug. 1 to.... ; (X) (X) 
eS NE | : 665 719 
ee OS. ae ee a 251 268 


22,774 


Cotton. Although prices have drifted lower, 
fluctuations have held within a comparatively 
narrow range. Of cotton it may be said that it is 
one of the few commodities which have been able 
to hold a major porition of their price gains since 
the start of the war. War has given a strong im- 
petus to exports, prices are the best in nearly three 
years and considerable improvement has taken 
place in the potential supply-demand satio. 
Slashing the Farm Bill $67,000,000 has dampened 
speculative enthusiasm, as has the inertia of the 
gray goods markets where sales in recent sessions 
have fallen far under the rate of production. 

* * * 


11,943(ac) 
92,443 





WHEAT 
Price cents per bu. Chi. closing 
" 96%, 
Eas GR Sab ao asunk ss b:8 bow ney 94 
Exports bu. (000's) since July 1 to. 73,950 
Exports bu. (000's) wk. end....... 5,599 
Visible Supply bu. (000's) as of... 108,948 
Gov't Crop Est. bu. (winter) (000's). 399,000 


99 6854 

961 
68,351 
2,829 
111,995 


Wheat. Prices rallied near the close of the past 
week reflecting for the most part, however, techni- 
cal factors resulting from the elimination of a num- 
ber of ‘“‘weak"’ speculative accounts. Traders 
apparently are of two minds as to the extent of the 
possible damage to the Southwestern crop as a 
result of the heavy snows and sub-zero tempera- 
tures and probably nothing very definite will be 
known until the spring thaws. Reports indicate 


6854 
91,879 
1,743 
100,748 
563,431(ac) 





CORN 
Price cents per bu. Chi. closing 
ORAS AS an eee Feb. 3 
aan pce eres PER ee Feb. 3 
Exports bu. (000's) since July 1 to.| Jan. 27 
Visible Supply bu. (000's) as of...) Jan. 27 
Gov't Crop Est. bu. (000's) (final)..| 1939, 


54, 

54 
16,583 
41,231 
2,619,137 








57%, 

51% 
14,815 
43,863 


severe damage to the European crops. Possibility 
that some 10,000,000 bushels held under non- 
renewable loans may be sold in the open market 


is a potential threat to prices. * 
a * a” ’ 


50% 

51% 
58,163 
41,944 
2,562,197(ac) 


Corn. Witha large Argentine crop in prospect 
export demand for corn may be hit” adversely. 
Prices have wavered and any strength brings out 











large farm offerings. 
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Latest 
Date 


Previous 


Wk. or Mo. Wk. or Mo. 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 








COPPER 
Price cents per Ib. 


Export f. a.s. N.Y 
Refined Del., Domestic (tons) 
Refined Prod., World (tons) 


Refined Del., World (tons) 
Refined Stocks, World (tons) 


Refined Prod., Domestic (tons)... . 


Refined Stocks, Domestic (tons).... 


Feb. 3 
Feb. 3 
Aus.-Dec. 
Aug.-Dec. 
Dec. 31 
July 
July 
July 31 


11.625 

11.40 
379,841 
457,315 
159,485 
158,236 
181,487 
490,419 


11.625 


173,205 
180,433 
513,670 


523,196 





a 


TIN 

Price cents per Ib., N. ¥ 
Tin Plate, price $ per box 
World Visible Supply as of 
U. S. Deliveriest 
U.S. Visible Supplyft as of 


Feb. 3 
Feb. 3 
ae 


45.125 
5.00 
35,573 
9,780 


"31 16,209 


45.50 
5.00 
38,280 
11,366 
15,965 


45.90 
5.00 
39,100 
4,330 
10,166 





LEAD 

Price cents per Ib., N. ¥ 
U.S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


5.25 
45,615 
44,881 
58,777 


5.50 
48,467 
64,365 
58,061 


4.85 
34,683 
33,908 

115,902 





ZINC 

Price cents per Ib., St. Louis 
U.S. Production (tons) 

U. S. Shipments (tons) 

Stocks (tons) U. S., as of 


5.50 
57,941 
53,468 
65,995 


5.50 
53,524 
64,407 
61,522 


4.50 
45,345 
39,052 

126,604 





SILK 
Price $ per Ib. Japan xx crack 


Mill Dels. U. S. (bales), season to.. 
Visible Stocks N. Y. (bales) as of .. 


29,506 
59,225 


3.2514 


3.314 
21,128 
55,610 


2.02% 
40,810 
48,554 





RAYON (Yarn) 
Price cents per Ib 
Consumption 
Stocks as of (a) 


53 
32.0 
6.4 


53 
te 


31 
26.2 
39.5 





WOOL 


Price dollars per Ib. tops, N. Y..... 


1.061% 


1.07 


87 





HIDES 


Visible Stocks (000's) as of 
No. of Mos. Supply as of 


Price cents per Ib. No. 1 Packer. .. 


13 
12,592 
6.8 


13 
12,413 
6.2 


10 
13,501 
1.6 





RUBBER 


Price cents per Ib 


Stocks U. S. as of 

Tire Production (000's) 
Tire Shipments (000's) 

Tire Inventory (000's) as of 


OAS Ue 8. Fis sia. 6 616 sve's oaineiese 
MEMAUINPRON, Up Gills oo s06ecn 


18.83 
69,134 
48,428 

138,017 

4,419 
4,740 
8,688 


18.68 
42,706 
54,322 

118,535 

4,867 

4,244 

9,244 


15.85 
36,977 
48,143 

231,500 

4,814 

4,282 

8,451 





COCOA 
Price cents per lb. May 
Arrivals (thousand bags) 


Warehouse Stocks (thousand Ibs.). . 


5.28 
362 
1,061 


5.41 
271 
1,031 


4.64 
253 
994 





COFFEE 
Price cents per Ib. (c) 
Imports, season to 


U.S. Visible Supply (bags 000's).. 


7,199 
1,560 


1% 


TI 
5,652 
1,825 


8 
6,914 
1,558 





SUGAR 
Price cents per Ib. 


U. S. Deliveries (000's)* 
U.S. Stocks (000's)* as of (rr) 


Refined (Immediate Shipment)... 


Feb. 3 2.80 
Feb. 3 4.40 
1939 
Dec. 31 





6,722(pl) 


2.75 
4.30 
6,574 
628.0 





Copper. Following the suit of a leading cus- 
tom smelter, all domestic producers have lowered 
prices to 11.625 cents, without, however, stimulat- 
ing any buying activity. Curtailment of auto- 
mobile production promises to have a further 
restricting effect upon demand this month. Current 
hopes of the industry are based largely on the 
possibility of large scale utility construction, 
once several SEC decisions are out of the way. 
Meanwhile, fabricators’ inventories are rapidly 
approaching a replenishment point. 

* « 6 


Tin. World deliveries in January attained 
the record-breaking figure of 18,449 tons, exceed- 
ing December figures by 2,000 tons and any other 
month in the past by 5,000 tons. These statistics, 
however, were without effect marketwise appar- 
ently being largely nullified by the knowledge 
that in the past two months there has been a large 
increase in invisible supplies. 

* @ * 


Lead. Prices were lowered last week to 5.25 


cents. This action in the face of the strong statisti- 

cal position of the metal came as a decided surprise 

but apparently was taken, to stimulate buying. 

Thus far, however, demand has continued dull. 
- «© 7 


Zine. New buying has shown no signs of 
revival. Shipments, however, have been well 
sustained and the trade opinion is that consumers 
are using inventories. 

* 


Silk. Price movements have been very erratic. 
After declining 36% from early January highs, 
silk prices near the close of last week rebounded 
sharply and were up as much as 50 cents from their 
lows earlier in the week. Domestic takings in 
January were better than had been expected. 
Hosiery shipments last year set a new high and 
were 6.6% ahead of 1938. 

« * 


Rayon. First quarter shipments will be sub- 
stantially larger than a year ago. Producers, bar- 
ring an unforseen increase in costs, anticipate no 
early increase in prices. 

= . 


Hides. The poor quality of hides available at 
this season of the year serves to create pressure 
on spot prices, with a corresponding psychological 
effect upon futures. Ass a result prices are down 
about 2 cents from the level of two months ago. 

7 * * 


Rubber. Belief is growing that the Inter- 
national Committee may lower present quotas 
when they meet in the near future. Against this 
possibility must be weighed the potential war 
hazards and some leeway should be left for lead- 
ing consuming nations to build up a reserve stock. 
Domestic tire inventories increased only slightly 
in final quarter of 1939. 

* « * 

Cocoa. Prices have shown an easier tone. 
Shipments afloat are very light and may never 
reach New York. Movement into consuming 
channels in January was sharply ahead of last year. 

oe a * 


Sugar. Eastern refiners, on Jan. 31, withdrew 
their offer to book refined sugar at 4.50 cents for 
delivery until June 30. Large orders were re- 
ceived. Raw prices, however, showed only 
slight response, this potential demand by refiners 
being ‘apparently outweighed by the prospect 
that supplies will be more than ample. 





— 





a 


t—Long tons. *—Short tons. 





(a)—Million pounds, 


(ac)}—Actual. 


(c}—Santos No. 4 N. Y. 
ielined. (X)—No foreign statistics allowed to be sent from abroad because of war conditions, 


(pl)}—Preliminary. (n}—Raw and 
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Money and Banking 





Year 


Ago 


Previous 


Week 


Latest 


Week COMMENT 


Date 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥ 


Feb. 
Feb. 


1%4% 


e-%aTo 
1% 


1% 


114% 
h-Uo 
1% 


114% 
1 % 
1% 


1% 





CREDIT (millions of $) | 
Bank Clearings (outside N. Y.)..... 
Cumulative year's total to 
Bank Clearings, N. ¥Y 
Cumulative year's total to 
F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans.... 
Brokers Loans 
Invest. in U. S. Govt's 
Invest. in Gov't Gtd. Securities. . . 
Other Securities 
Demand Deposits 
Time Deposits 

New York City Member Banks 
Total Loans and Invest.......... 
Comm'l, Ind. & Agr. Loans 
Brokers Loans 
Invest. U. S. Gov'ts 
Invest. in Gov't Gtd. Securities... 
Other Securities 
Demand Deposits 
Time Deposits 

Federal Reserve Banks 
Member Bank Reserve Balance... 
Money in Circulation. ....... 
Gold Stock 
Treasury Currency 
Treasury Cash 
Excess Reserves 





NEW FINANCING (millions of $) 
Corporate 
New Capital 

__Refunding.. 


2,367 
10,120 

3,004 
13,182 


23,183 
4,316 
630 
8,896 
2,419 
3,339 
19,163 
5,954 


8,798 
1,653 

475 
3,418 
1,240 
1,214 
8,727 

647 


12,150 
7,376 


17,931 
2,971 


2,358 


5,560 


Latest 
Month 
221.3 

27.0 
194.3 


487 
3,408 
1,298 
1,180 
8,657 

650 


12,148 
7,365 
17,879 
2,969 
2,381 


5,590 


lest 
Month 
112.2 

21.4 

90.8 





2,172 
9,204 
3,253 

14,105 


21,428 
3,765 
835 
8,186 
1,733 
3,298 
16,152 
5,179 


7,587 
1,356 
642 
2,648 
903 
1,135 
6,777 
617 





9,166 
6,623 
14,640 
2,812 
2,754 
3,600 


Year 
Ago 
296.8 

46.6 
237.2 





SS 
New York City Member Banks were again 


active on the buying side of the Government 
bond market last week. In the previous week pur. 
chases totaled only $1,000,000 but last week 
these banks, apparently ‘taking advantage of the 
nervous tone of the market acquired a total of 
$30,000,000 in Government issues. At the same 
time it was significant that for the past three weeks 
there has been no change in the Government bond 
portfolios of Reserve Banks, suggesting that the 
purchases by Member Banks have been more 
than adequate to provide whatever market support 
has been necessary. 

Loans to commerce, industry and agriculture 
by New York banks continue to show a seasonal 
decline, the drop in the latest week amounting to | 
$13,000,000, while loans to brokers and security 
dealers were off $12,000,000. The total in- 
crease in the investment account of New York | 
banks amounted to $56,000,000, the $20,000, | 
000 decline in Treasury bills having been more | 
than offset by purchases of Treasury bonds and the | 
addition of $12,000,000 of Government guaran- | 
teed issues and $34,000,000 in other securities, | 





+ *« * 


For the first time in several weeks excess re- | 
serves were down, the net decline in the latest 
week amounting to $30,000,000. This decline | 
resulted principally from an increase of $42,000,- | 
000 in the Treasury balances in Reserve banks, | 
and an increase of $52,000,000 in gold stocks to | 
the record high $17,931,000,000. Reflecting | 
month-end influence currency in circulation was up | 
$9,000,000. The increase in Treasury balances 
was effected despite the redemption of $50,000,- 
000 in Treasury bills last week and was made | 
possible by the record-breaking sales of Savings, 
or the so-called —* bonds. | 

















Issues (1925 Close—100) 


309 COMBINED AVERAGE 66.4 





5 Acadian Implements. . 
6 Amusements 
15 Automobile Accessories. 88.4 
12 Automobiles 11.7 
12 Aviation (1927 Cl—100) 202.6 
3 Baking (1926 Cl.—100).. 12.0 
3 Business Machines 117.3 
9 Chemicals 
20 Construction 
5 Containers. . 


28.1 


2 Dairy Products.......... 
7 Department Stores 

6 Drugs & Toilet Articles.. 
2 Finance Companies 

7 Food Brands 

3 Food Stores 

4 Furniture & Floor Covering 
3 Gold Mining.......... 
6 Investment Trusts 

3 Liquor (1932 Cl—1 

9 Machinery 


High 


103.0 


1940 Indexes 


62.1 


91.4 
26.4 
82.1 
10.8 
185.3 
14.3 
113.8 
160.3 
31.0 
223.2 
91.0 
30.8 
19.9 
45.9 
265.4 
96.4 
44.8 
52.5 
902.7 
21.2 
150.0 
109.0 


63.0 


94.1 
97.8 
85.2 
11.2 

200.6 
11.6 

115.2 

162.3 
31.7 

929.3 
92.6 
31.6 
20.0 
46.9 

271.3 

104.7 
46.4 
53.8 

939.0 
91.7 

153.5 

111.0 


Line Jan. 27 Feb. 3 


62.4 


91.4 
28.0 
85.4 
a1.2 
202.6 
11.8 
114.2 
160.3 
31.0 
228.6 
91.0 
32.1 
19.9 
46.5 
yg i 


|| (Nov. 14, 1936 close—100) 
100 HIGH PRICED STOCKS. 67.09 
_ 100 LOW PRICED STOCKS. 
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106.5R 


46.4 
5 
902.7 
er.2 
151.9 
109.0 


2 Mail Order 


4 Meat Packing 
13 Metals, non-Ferrous..... 


OF PatleuM: .. 6500s cas sss 
18 Public Utilities 
3 Radio (1927 Cl.—100). . 
9 Railroad Equipment 


22 Railroads 


2 Shipbuilding 
11 Steel & Iron 


3 Telephone & atte 


4 Textiles 


4 Tires & Rubber... . us mes ; 


4 Tobacco 
4 Traction 


4 Variety Stores 


1940 Indexes 
High bao’ i: 97 Feb. 3 
64.02 64.99 64.48 

58.67 54.25 54.82 54.25 

87.7 
52.7 
147.0 
13.3 
80.9 
50.8 
10.4 
45.5 
12.0 

2.4 
73.5 
rb Fe | 
24.3 
162.1 
43.1 
49.9 
14.1 
86.5 
35.3 
230.7 


20 Unclassified (1939 Cl.- 


97.6 








H—New HIGH since 1937. R—New HIGH record since 1932. 
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Inquiries 





— 


The Personal Service Department of THe Magazine or Wa tu Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


], Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Foster Wheeler Corp. 


It has been stated that Foster Wheeler's 
current backlog of orders is quite large and 
that after a bad start in 1989 the company’s 
business rallied to a break-even point for 
the year. Does this, in the estimation of your 
staff, warrant holding 100 common shares at 
97%? Has the company suffered any loss 
through its foreign operations?—G. D. L., 
Baltimore, Md. 


Manufacturing varied types of 
boiler equipment and oil refinery 
machinery, as well as brass and cop- 
per pipe, air conditioning and cool- 
ing equipment, operations of Foster 
Wheeler fluctuate in line with rates 
of activity in the capital goods in- 
dustries, especially the utilities and 
vils, Losses have been reported in 
most years since early in the last 
decade. A small profit of 18 cents 
per share was reported for 1938 but 
itis expected that the company will 
n0 more than break even for 1939. 
However, backlog of new orders on 
the books of the company should 
sustain a relatively good rate of 
operations over coming months and 
profits should be at more satisfac- 
tory levels. Volume of boilers and re- 
fining equipment manufactured is 
the main determinant of profits, 
since keen competition tends to keep 
profit margins rather narrow, except 
during periods of high rates of activ- 
ity in the heavy goods industries. 
Several foreign subsidiaries should 
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enable the company to share in arm- 
ament orders abroad though foreign 
exchange fluctuations may not be to 
the company’s advantage. Divi- 
dends on the common are rather 
effectively precluded for the time 
being by the high total of arrears on 
the preferred stock. Sizable earn- 
ings may not be shown in the near 
future, since manufacture and _ in- 
stallation of the company’s products 
is sometimes a long process, but the 
longer term outlook is believed to be 
sufficiently encouraging to warrant 
retention of speculative holdings at 
current levels. 


Continental Can 


Some time ago, I read that Continental 
Can was entering the oil and soft drink 
container field. Can you tell me how much 
this has added or is likely to add to present 
revenues on the basis of orders now on hand? 
What action do you now recommend with 
regards to 100 shares of common, bought for 


1914,2—Mrs. W. M. C., Boston, Mass. 
Lower sales of cans to the food 

packers were probably offset by 

higher takings of general line cans 


and it is thus likely that earnings 
for Continental Can for 1939 were 
about $2.30 per share, moderately 
ahead of the $2.17 per share reported 
in the preceding year. The subject 
company is the second largest can 
producer, accounting for about 25% 
of total domestic output. Sixty 
per cent of its production is taken 
by the food packers and the remain- 
der are the general line cans used 
for chemicals, paints, oils, drugs, cos- 
metics, beverages, etc. In addition, 
the company also manufactures can 
making and sealing machines and is 
expanding into the cap and seal field. 
While caps and seals and cans for 
oils and beverages are not as yet im- 
portant contributors to income, these 
items have interesting profit possi- 
bilities over the longer term. The 
company has wide geographical di- 
versification, its plants being located 
in each state of the Union except 
one, three in Canada and one in 
Cuba. Manufacturing about one 
half of tinplate requirements, the 
concern is able to maintain good con- 
trol over costs. Profits usually de- 
pend on volume since the spread be- 
tween tinplate prices and can prices 
is relatively stable. Finances con- 
tinue to be very strong and should 
permit continuation of the liberal 
dividend policy which has been fol- 
lowed in the past. Capitalization is 
quite simple, consisting of 200,000 
shares of $4.50 preferred stock, fol- 
lowed by 2,853,971 shares of com- 
mon stock. With the outlook at this 
lime pointing toward increasing sales 
of both packers and general line 
cans, earnings over nearby months 
should be at least moderately ahead 
of the like period, last vear and it is 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








felt that continued retention of your 
holdings for the reasonable yield af- 
forded and further appreciation pos- 
sibilities is warranted. 


Tubize Chatillon Corp. 


Please publish your latest opinion of Tubize 
Chatillon common. I am holding 800 shares 
at 13. Can you also advise if payment of pre- 
ferred arrearages and $2 on the class A stock 
makes a common dividend probable this 
year? Has this company derived any sub- 
stantial part of 1989 revenue from patent 
royalttes?—Dr. W. C. N., Nashville, Tenn. 


Operating results of Tubize Cha- 
tillon for 1939, while not yet avail- 
able, are expected to be considerably 
better than the deficit of $2.85 per 
share which was reported on the 
common stock for the preceding 
year. Recent clearing of preferred 
dividends and a payment of $2.00 
per share on the class “A” stock 
would seem to bear out this estimate. 
However, these payments do not 
necessarily indicate early dividends 
on the common stock since the class 
“A” is entitled to disbursements of 
$7 per share, although dividends on 
that issue are not cumulative. Since 
organization of the company in 1930 
as a merger of the old Tubize Arti- 
ficial Silk Co. of America and the 
American Chatillon Co., the organ- 
ization has greatly increased its 
facilities for producing rayon yarns 
and is now an important factor in 
that field. Plants now have an an- 
nual capacity of 16,000,000 pounds 
of viscose rayon yarns and 4,000,000 
pounds of acetate yarns, with its 
own knitting mills using some 35% 
of the output of viscose yarn, the 
finished goods being sold to the 
underwear and cutting-up trades. 
For the industry as a whole, capacity 
demand was experienced in the 
fourth quarter of last year and 
should be continued well into 1940. 
Production costs have gone some- 
what higher but are believed to 
have been offset by price increases. 
Prospects for further growth in the 
industry are favorable and the sub- 
ject concern should be well situated 
to obtain a reasonable share of avail- 
able business. Finances, accord- 
ing to the latest balance sheet, 
continue to be sound and working 
capital is thought to be adequate. 
The prospect for a relatively good 
sales volume over coming months is 
encouraging and earnings should 
show further improvement as a re- 
sult, since profits depend to a large 
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extent on volume, while income 
from royalties is believed to repre- 
sent only a moderate proportion of 
total earnings. Under these condi- 


tions, the stock has a measure of 
speculative appeal at current levels 
and we accordingly recommend its 
retention. 


Congoleum-Nairn, Inc. 


Have recent increases of 5% to 10% m 
Congoleum-Nairn’s finished prices retarded 
rate of sales? Is the company still able to 
secure its requirements of cork and other 
imported products necessary in the manufac- 
ture of floor coverings? As a holder of 100 
shares, purchased in 1937 at $1, I would like 
to have your current appraisal and counsel. 
Also please advise om present condition of 
company’s fi and i tory position.— 
M. T., Chicago, Illinois. 





A leading producer of felt base 
floor coverings and linoleums, Con- 
goleum-Nairn has had a good record 
over past years, reporting moderate 
earnings even during the most severe 
of the depression years. Operations 
during 1939 are expected to have 
produced profits of aproximately 
$1.75 per share, which would com- 
pare with $1.02 per share in the pre- 
ceding year. Further improvement 
during 1940 is a distinct possibility 
since sales should be greater in line 
with higher levels of consumer pur- 
chasing power. New products are 
added to the concern’s already 
wide line from time to time and 
extensive advertising will likely help 
in retaining good will. Recent price 
increases are not believed to have 
had an adverse effect on sales. It is 
possible that prices of such materials 
as cork and linseed oil, which ac- 
count for most of production costs, 
can be passed on to the consumer. 
Unsettled war conditions are not 
believed to have raised any serious 
difficulty in obtaining materials from 
its sources of supply. The latest 
balance sheet, that for June 30, 1939, 
disclosed a customarily strong finan- 
cial position with cash and govern- 
ment securities alone well in excess 
of current total liabilities. The 
financial strength of the company 
and the probability of increased 
earnings over coming months should 
make for continuation of the con- 
cern’s liberal dividend policy fol- 
lowed in the past. At current levels, 
the issue returns a reasonable yield 
and has good possibilities for at 
least moderate apreciation over com- 
ing months. Under these conditions, 


we feel that a constructive attif 
can be taken toward the comp 
and we recommend retention of 
shares. q 


Cuban American Sugar ~ 
What is the outlook now for Cuban Am 


can Sugar common in view of lower g 
for sugar? Is there still a likelihood 
extended war will firm prices or will the 4 
ernment probably step in with limitatig 
I now hold 150 shares at 10%. What 
do you advise?—R. F. J., Montpelier, Vi 


Cuban American Sugar Co., g 
of Cuba’s largest producers, normal 
distributes about 65% of its out 
in the U.S. market, some 30% in 
world market and the small resid 
in Cuba. In recent years producti 
restrictions have held output — 
about half of total capacity. F 
concern is also in the refining end 
the business with a small refinery 
Cuba and another near New Orleat 
La. United States and world sug 
prices are naturally the chief prof 
determinants. By means of ¢ 
quota system, the U.S. Governn 
can, to a large extent, contm 
domestic prices. Refinery profi 
depend primarily upon the spres 
between raw and refined price 
Earnings in recent years have beg 
highly erratic. After an interval 6 
five years small earnings were agal 
shown on the common stock in th 
year ended September 30, 198 
Gains were further extended in th 
two following years with net incom 
in the term ending September 
1937, being equal to 74 cents pf 
share. A loss of 77 cents a shal 
was incurred in the following inte 
val but in the twelve months endé 
September 30, last, net equivalent# 
21 cents a share was realized. 
last accounts working capital W 
ample. The capital structure is con 
prised of 981,500 common share 
73,118 $7 preferred shares and 
estate mortgages of $348,527. 
a sharp increase as a result of & 
opening of hostilities in Europ 
sugar prices in both the world am 
United States markets receded col 
siderably and with quotations 
levels of consumption not expect 
to change much over the peri 
ahead it would appear that profit 
in the term to end September # 
next will not differ greatly from the 
reported in the year completed se¥ 
eral months ago. Preferred divide 
arrears of $51 a share present a prop 

(Please turn to page 578) 
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NOTICE NOTICE 


NOTICE | 


The Boston and Maine Plan of Exchange 
Affects ALL Boston and Maine Bonds 


It should be clearly understood that no Boston and Maine Railroad 
Bonds are exempted from the te isions of the Plan of Exchange 
dated December 15, 1939. All Bondholders owning the obligations 
listed herewith are affected by the present financial condition of the 
Railroad. It is essential that every Bondholder, if he desires to ac- 
complish the purpose of the Plan by voluntary action, respond at 
once with his assent. 
Each assenting Bondholder will receive, if the Plan is consum- 
mated, in exchange for each $1000 principal amount of his bonds (ac- 
companied by all claims for unpaid interest) two bonds: (1) $500 new 
First Mortgage Bonds, Series RR, 4%, due 1960, and (2) $500 new 
Income Mortgage Bonds, Series A, 446% due 1970. 
Instead of taking First Mortgage Bonds the Bondholders may 
elect to take cash. The Railroad will have available for use for this 
purpose $26,000,000, and this sum will be prorated among all 
Bondholders who elect to take cash. The minimum amount of cash 
for each $1000 bond will be $250 (in which case the holder will also 
receive $250 First Mortgage Bonds and $500 Income Mortgage 
Bonds) and the mazimum will be $500 in cash (in which case the 
holder will also receive $500 Income Mortgage Bonds). Thus, to 
the extent that cash is increased beyond $250, the amount of First 
Mortgage Bonds will be reduced correspondingly below $250. 
We provide a request blank below for the convenience of Bondholders 
who may not have received copies of the Plan. If you are a Bond- 
holder and have not read the Plan, it is in your interest to request a 
copy at once, or if you desire further explanation we will be glad to 


Do You Own 
Any of These 
B & M Bonds? 


———— 


4%, Aug. 1, 1942; 
414%, Jan. 1, 1944; 
3%, July 1, 1950; 
Connecticut River R. R. 
4%, Sept. 1, 1943; 
SERIES 
5% Ace 
5% 409 
5%, 
5%, 


Feb. 2, 1940; 
May 1, 1940; 
Sept. 1, 1940; 
Sept. 1, 1941; 
Nov. 1, 1941; 
Mar. 1, 1942; 
Apr. 1, 1942; 
July 1, 1942; 
Jan. 1, 1943; 
May 1, 1943; 


NMS CHRO 


Apr. 1, 1944; 

Apr. 1, 1944; 

Jan. 1, 1945; 

June 1, 1945; 

Jan. 1, 1946; 

Jan. 1, 1947; 

Apr. 1, 1947; 

May 1, 1955; 

434%, Apr. 1, 1961; 

5%, Mar. 1, 1952; 

6%, June 1, 1962; 
MM 5%, Apr. 1, 1956; 
NN 3%, July 1, 1949; 

and 


AC 5%, Sept. 1, 1967. 





have a representative of the Railroad call on you. 
E. S. FRENCH, President 
BOSTON and MAINE RAILROAD 


JANUARY 29, 1940 


(This coupon is merely a request for information) 


Boston and Maine Railroad 
Boston, Massachusetts 








Please send me a copy of the a and Muine Railroad Plan of Ez- 


change dated December 15, 1939 





Name 





I ama holder of mortgage bonds 
in the principal amount of 
c 


Address 








Please have a repr 





the Railroad call on me. 








City 





























American Tobacco for 
Dividends 





(Continued from page 563) 


"system they have shown a steady 
tise over the last decade, and in 
| December, 1938, totaled $144,597,- 
000. In view of the current increases 
"in sales as a result of heavier de- 
'mand for Lucky Strikes and Pall 
| Malls, the figures for last year are 
"expected to show still further gains, 
' although these might be offset to a 
' small degree by the effect that lower 
“tobacco prices will have. 
At the end of 1938 the company 
"had $19,488,000 in funded debt of 
3 ' Which $124,650 carries interest at 
| 6% and $831,250 carries interest at 
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4%, while the rest carries a low 
2.45% coupon. In September of last 
year $24,000,000 in 2% serial notes 
was borrowed from five New York 
Banks to provide funds needed in 
the expansion of inventories. The 
additional capital structure of the 
company consists of 626,997 shares 
of non-redeemable $6 cumulative 
preferred stock and 2,971,841 shares 
of common class B (non-voting) and 
1,584,336 shares of common par $25 
stock. 

The low retail prices of cigarettes 
and their wide-spread use have made 
tobacco taxes a favorite means of 
collecting revenue, and little chance 
for easing this pressure can be seen. 
At the present time the Federal Gov- 
ernment takes six cents per package 
of twenty cigarettes. In addition to 
this, twenty-three states collect a 
levy that ranges from 1 cent per 


package in Kentucky to 5 cents in 
Arkansas. American Tobacco is 
naturally against any extension of 
this system into the twenty-five 
states that do not collect taxes on 
tobacco. It is pointed out that the 
Federal levy alone represents 40% 
of the retail price of the leading 
brands, and that where additional 
taxes are collected the restriction of 
sales is easily demonstrated. There 
is little liklihood that present taxes 
will be reduced except that in New 
York dealers are complaining that 
business has been seriously hurt and 
demanding relief, but protests do 
serve to hinder increases. 

The continued growth of total do- 


‘mestic consumption of cigarettes 


will be slower in years to come, but 
since the top brand controls only 
approximately 26% of the market, 
the competition between the com- 
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panies will continue to be severe 
with gains by one brand primarily 
at the expense of others, and gains 
by brands in different price levels 
fluctuating in accordance with the 
movements of tobacco prices in re- 
lation to the general trend of indus- 
try. With low consumer purchasing 
power the ten cent brands gain, 
and with a rise in buying power the 
fifteen cent brands take back their 
slight losses. 

At current levels of around 88, the 
common and B stocks of American 
Tobacco are selling to yield 5.6% 
on a $5.00 per share dividend. Since 
current indications are that the divi- 
dend coverage has improved consid- 
erably in spite of the somewhat 
heavier interest requirements occa- 
sioned by bank loans, this yield of- 
fers a degree of appreciation possi- 
bilities in markets where the primary 
emphasis is leaning more to the in- 
come stocks. And certainly the rec- 
ord of the company indicates that 
its securities merit consideration 
from this angle. 





Projecting the Motors Into 
1940 








MARKET VALUES 


are best determined by men trained in 
financial research. Send in a list of 
your securities for our up-to-date 
analysis. 


Write Dept. MG6 


CisHoum & (HapmaN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 











MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
January 22, 1940 


The Board of Directors to- 
day declared a quarterly di- 
vidend of forty cents (40c) 
per share on the common 
stock payable March 15, 
1940, to stockholders of re- 
cord at the close of business 
February 29, 1940. 


C. ©. Carlton, 


Vice-President and Secretary. 























(Continued from page 554) 


probably been accentuated — by 
severe weather over much of the 
country. Retail sales have been 


moving up for fourteen consecutive 
months, each month since Novem- 
ber, 1938, showing a gain over the 
comparable month a year earlier. 

Conditions in the used car mar- 
ket, always important, are reported 
to be improving and in some areas 
sales have been almost without 
precedent for this time of year. 
Trade-ins have apparently been 
moving off the lots at a good clip 
and dealers generally are in a good 
position to make fairly liberal allow- 
ances in connection with new car 
sales. 

Production costs in the automo- 
tive industry continue at a_ high 
level though there have been no 
spectacular increases of late. Bar- 
ring union negotiation of higher 
wages—the 3-cent raise granted by 
Chrysler and Briggs might be used 
as an entering wedge by labor else- 
where in the industry—most manu- 
facturers feel they can get through 
the current model year without any 












general increase in car prices. This 
also presupposes that there will not 
be any advance in steel prices and 
in this connection it may be noted 
that lower rather than higher quota- 
tions for steel are being talked of at 
the moment. Average per unit 
wholesale value of passenger cars 
produced in 1939 was $613, down 
slightly from the $627 of the pre- 
ceding year; both these figures, how- 
ever, were appreciably higher than 
for any preceding year since 1999, 





Bendix Enjoys Two Booms 





(Continued from page 559) 


appropriation set aside a further sum 
of $2,000,000 for new machinery to 
increase the productive capacity of 
the division. A $150,000 plant is 
projected in Baltimore for Julian 
Friez to consolidated the production 
of that company, and the executive 
offices have been moved to South 
Bend, Indiana, where they will be 
on the scene of the company’s auto- 
motive parts production. 

This expansion and coordination 
program cost money and Bendix 
financed it through the sale in April, 
1938, of $5,000,000 in low coupon 
debenture bonds to an_ insurance 
company. The improvement in ope- 
rations enabled the company to re- 
tire $2,000,000 during the latter part 
of that very same year. And with 
the continuation of the favorable 
earnings trend into 1939, the remain- 
ing $3,000,000 was called last year 
without recourse to additional financ- 
ing. This removed all obligations 
ahead of the common stock, and left 
the ownership of the company en- 
tirely in the hands of the holders of 
2,097,663 shares of $5 par value. 

farnings for last year are tenta- 
tively estimated by the company to 
have been close to $2.15 per share. 
This would bring them to the high- 
est point since 1929 when the net 
was $3.65 per share. The trend has 
not been steady in recent years, 
though, for operations lacked eff- 
cient coordination, and earnings un- 
til recently have been primarily de- 
pendent on the rate of automobile 
production. The net for 1938, for 
example, was $0.07 per share since 
the forward trend in business during 
the last part of the year was barely 
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auficient to cancel the loss for the 
first six months. Dividends amount- 
ing to $1.50 per share were paid last 
year as compared with nothing the 
year before and $1 per share for 1937. 
” With the sales of the aircraft divi- 
sions limited only by the ability to 
produce over the next few months, 
and a slightly increased demand ex- 
pected from the automobile manu- 
facturers, the earnings outlook for 
the company is distinctly favorable 
over the short term. Current esti- 
mates point to sales for the company 
of around $60,000,000 during the 
year, and with improved profit mar- 
gins and greater coordination of 
production, the earnings should in- 
crease more than commensurately. 
Certain factors, however, must not 
be overlooked in summing up the 
position of Bendix. For one thing 
the trend of sales of the aircraft 
parts divisions will closely follow the 
pattern of the output of the plane 
manufacturers, and certainly the 
effect of peace on the industry can- 
not be judged at this time. Then, 
too, the other major source of income 
is the automobile industry which is 
volatile in itself. 

The stock offers participation in 
two leading and dynamic industries, 
the immediate outlook for which is 
good, but has in all probability al- 
ready been discounted in the market, 
at least as far as the aviation busi- 
ness is concerned. The margin of 
profit, therefore, that will determine 
what kind of a performance the 
shares give appears at present to be 
tied to the length and intensity of 
the war in Europe. 





How Much Business 
Reaction? 
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the 1938-1939 corrective period; and 
it probably will not take the Re- 
serve Board production index below 
110 at any time between now and 
spring nor below 115 for more than 
a possible short interval. 

What develops thereafter will 
have to be guessed by some one 
much more rash than this writer. It 
is possible that fresh inflationary 
forces can develop in the second 
quarter or the third quarter. It is 
also possible that deflationary forces 
can develop. For example, the visi- 
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MONUMENT 


to an Engineer’s Hobby 














© Just a few weeks back a small 
crowd gathered on a hilltop in the 
Alleghenies to pay their respects to 
the station that had pioneered all 
radio broadcasting. The station 
they were honoring was KDKA; 
the occasion, the dedication of a 
new 50,000 watt transmitter locat- 
ed at Allison Park, near Pittsburgh. 


¢ Present at this ceremony were 
many people who nineteen years 
before had heard and participated 
in the first official broadcast ever 
made—the announcement of the 
Harding-Cox election returns on 
November 2, 1920. Since that his- 
toric day radio broadcasting has 
developed so rapidly, extended its 
sphere of influence so far, that 
not many are aware of its humble 
beginning. 


¢ It all started in the garage of 
a young Westinghouse engineer. 
He was such a stickler for accuracy 
that he couldn’t even tolerate a few 
seconds variation in his vestpocket 
watch. To satisfy this whim, he 
rigged himself up a crude radio 
receiving set of the type that was 


then known as a “cat’s whisker’, 
so he could pick up the time signals 
sent out at regular intervals by the 
Naval Radio Station at Arlington. 


¢ Out of this hcbby came a prod- 
ding urge to make radio something 
more than a signalling device for 
the benefit of ships at sea. With the 
help of others, this young engineer 
eventually established station 
KDKA and immediately a new voice 
was heard in the land. 


¢ For the first timea church ser- 
vice was broadcast over the air; the 
first broadcast of a presidential in- 
auguration was heard; radio an- 
nouncements of baseball scores, 
time signals and market reports be- 
came a daily feature of this new 
public service. 


¢ When we remember the flam- 
ing speed of radio broadcast devel- 
opment since 1920, it is amazing 
to find the pages of history attrib- 
uting so much pioneering toa single 
station. And so the installation of 
this new equipment is consistent 
with Westinghouse’s desire from 
the very beginning to extend radio’s 
usefulness and improve the quality 
of both programs and reception. 


¢ All this means a great deal to 
you who are within the sound of 
KDKA’S new voice. That takes in 
about everybody, for in addition to 
the standard KDKA broadcasts, 
short wave programs from the same 
studios over station WPIT (for- 
merly W8XK) are heard around 
the world. 


e In addition to KDKA, the 


familiar call letters of Westinghouse 


_ stations WBZ, KYW, WOWO and 


WGL are further indication of our 
close association and interest in this 
important and exciting industry. 
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BOOKS... 


For the Businessman 





HERBERT L. SATTERLEE 
Macmillan Co. $3.75 

Morgan’s son-in-law presents a lively and 
intimate picture of the man he knew and loved, 
giving the details of his smoother side, while 
skimming over or ignoring entirely the harder 
side of the man and his famous transactions. 

>» Oe «« 


PERSONAL FINANCE COMPANIES 
AND THEIR CREDIT PRACTICES 
RALPH A. YOUNG AND ASSOCIATES 
National Bureau of Economic Research. $2.00 

This is the first of five volumes which will 
deal with consumer financing by the various 
private and governmental agencies. Answers 
such questions as who makes loans, how many, 
— of security given, and status of legisla- 

on. 

1 >» e «« 


THE MODERN RAILWAY 
JULIUS H. PARMELEE 
Longmans, Green. $4.00 
Outstanding authority on American railways 
presents an up-to-date text on all the phases 
of railroad transportation. Appendix gives 
—_ of all Federal railway legislation since 
887. 

>> @ «« 


FINANCIAL ORGANIZATION 
AND THE ECONOMIC SYSTEM 
HAROLD G. MOULTON. 
McGraw-Hill. $3.50. 

A detailed study of the monetary system 
covering credit, banking and financing, and 
showing their influence of prices and produc- 


tion. 
>> @ «« 


STUDIES IN INCOME 

AND WEALTH V. 3 

National Bureau of Economic Research. $3.50 
({V. 1-3 together $7.50) 

Papers on the break down of national wealth 
or income into income groups according to size 
of amount held, amount of income saved, com- 
parison of values applied to all commodities 
and services, and finally a discussion of geo- 
graphical classification of income. 

2» @ «&« 


PUBLIC POLICY 
CARL J. FRIEDRICH and 
EDWARD S. MASON, editors 
Harvard University Press. $3.50 

In the first of a annual series papers are 
presented by — members and public of- 
ficials on the bro subject of industrial or- 
ganization and government control. Includes 
studies on prices, labor market, and government 
handling of trust funds. 


D>O «KS 


HOW TO MAKE YOUR 

BUDGET BALANCE 

E. C. HARWOOD and HELEN FOWLE 

American Institute for Economic Research. 

$1.00 

Based on actual practice authors explain 

how to keep an ‘‘elastic’’ budget, and illustrate 

the booklet with a number of simple charts for 

each item for eight different family groups. 


are «<« 


LETTERS OF AN 
INVESTMENT COUNSEL 
TO MR. & MRS. JOHN SMITH 
H. G. CARPENTER 
Harper Bros. $2.50 

The author of the already popular ‘‘A suc- 
cessful investor’s l¢tters to his son’’ now en- 
larges the group for whom his advice is in- 
tended, inoluding all types of men and women. 
Among the seven different classes of invest- 
ment accounts are included the problems of 
estate and trust funds. 

2? @ «« 

The above books may be obtained through 

The Magazine of Wall Street’s Book Service. 
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ble threat of a decisive German vic- 
tory over the Allies would frighten 
the daylights out of many investors 
and business men. Conversely, the 
failure of a major German offensive 
would be generally construed as 
bullish. 

What turn the war will take this 
spring or thereafter—as well as what 
will develop out of the present deli- 
cate relations between Japan and 
the western world—is verily on the 
lap of the gods. Whatever it is, it 
will certainly have profound and 
presently unpredictable implications 
relating to our domestic political 
situation, our foreign trade, our 
commodity and security markets 
and our business trend. 





Bank Profits and Their 
Sources 





(Continued from page 551) 


study made a short time ago. Al- 
though over $14,500,000,000 or about 
one-third of the deposits of the 15,151 
banks in the country are held in 217 
New York and Chicago institutions, 
their earnings are not as satisfactory 
as those of the smaller banks in the 
South, Southwest, and West. The 
banks that show 75% or more of 
desired sound earnings are located 
in Alabama, Georgia, Idaho, Missis- 
sippi, North Carolina, South Caro- 
lina, West Virginia, Virginia, South 
Dakota, Oregon, New Mexico, and 
Wyoming. Interest rates in these 
states are higher than in the more 
highly industrialized sections of the 
country, and the better loan ratios 
are interesting evidence of the prog- 
ress that the South in particular is 
making. 

For the nation asa whole the bank- 
ing picture is sound, and with cau- 
tion the keynote to operations as 
evidenced by the large holdings of 
cash and Treasury obligations in 
ratio to deposits, excellent hedges 
have been set up against both an in- 
crease in money rates that would 
raise earning power and a reversal 
in the upward trend of deposits. 
Zarnings continue to be hampered 
somewhat by the lack of demand for 
loans, but can be expected to show 
slow improvements as service charges 
are instituted more freely and other 
avenues of income from loaning ac- 
tivities are better exploited. 





——, 


Answers to Inquiries 





soo, 


(Continued from page 574) 


lem. The shares are highly specu. 
lative but long term positions could 
be maintained on the basis of pos. 
sible higher sugar prices should the 
war prove of long duration. Hoy. 
ever, the stock appears rather lim. 
ited in its near term appeal and funds 
could probably be much more gain- 
fully employed in other more clearly 
defined situations. 





Glen Alden Coal Co. 


Your magazine seems to have devoted littl 
attention to coal mining companies of late, 
As a holder of 125 shares of Glen Alden Coal 
common, purchased at 9, I would like to have 
your opinion regarding the possibilities of 
appreciation for these shares as well as of 
the outlook for anthracite mining. To what 
extent have higher costs cut into profit mar. 
gins?—Mrs. L. O’N., Pittsburgh, Pa. 


Glen Alden Coal does not report 
interim earnings, but it has been re- 
cently estimated that results for 
1939 would approximate 40 cents 
per share which would compare with 
earnings of 23 cents per share earned 
during the year before. The con- 
pany is the largest producer of an- 
thracite with reserves equal to about 
a fifty-year supply at current rates 
of production. The company’s cost 
of production is relatively low but 
prices have declined and profit mar- 
gins have narrowed due largely to 
competition from other fuels. The 
principal determinant of earnings is 
sales volume, and this in turn de- 
pends on weather conditions during 
winter months and also on consumer 
purchasing power. However, even 
though the winter has been rather 
severe and consumer purchasing 
power is at higher levels, a return 
to former substantial earnings would 
be possible only on a greatly in- 
creased consumption, which does not 
appear imminent. Unlike many 
other anthracite producers, finances 
of Glen Alden are quite strong. On 
the other hand, earnings have been 
tending lower over the past several 
years and there is nothing in the out- 
look at the present time to suggest 
any sharp reversal. Dividends have 
been in line with earnings and will 
likely continue so in the future. 
Frankly, and in spite of the com- 
pany’s dominant position, conditions 
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in the industry do not make for an 
optimistic attitude toward the longer 
term outlook for anthracite and the 
stock is accordingly relatively un- 
attractive even at current levels. 





Crown Cork & Seal 


How is it that despite recent earnings 
about 30% better than the same period in 
the year before and reports of profitable op- 
erations in all divisions, Crown Cork & Seal 
common is still so far below its 1939 high of 
41? Can you explain this apparent sluggish- 
ness? True, recent market conditions have 
not been favorable but is there any other 
reason for shares failing to respond to uni- 
formly good news? I own 100 shares at 3044. 
—Dr. A. Y. A., Palm Beach, Fla. 


Crown Cork & Seal Co. is the 
ranking organization engaged in the 
production of bottle caps and clos- 
ures together with bottling and mix- 
ing machinery sold to dairy, liquor, 
soft drink and many other related 
industries. 

In recent years activities have been 
extended to include the manufacture 
of metal and glass containers. How- 
ever, the glassware division is of 
little import and the can division 
only recently become profitable. 
Following the entrance into new 
fields in 1936 earnings recorded con- 
secutive yearly declines through 
1988 when profits of $1.37 per com- 
mon share were reported, down from 
$2.16 a share in 1937. Finances are 
in sound shape. The 517,609 com- 
mon shares are preceded in claim 
upon assets and earnings by 225,000 
shares of $2.25 preferred stock and 
$15,125,000 of funded debt. The 
downward trend of earnings has been 
reversed and in the nine months 
ended September 30 last, net income 
expanded to the equal of $2.41 a 
share from $1.88 a share in the sim- 
lar 1938 interval. Full year re- 
sults may have approximated $2.50 
ashare. Although industrial activ- 
ity has eased from recent high levels, 
we do not look for any substantial 
decline. Accordingly, at this writ- 
ing, prospects are that earnings over 
the stretch ahead will compare satis- 
factorily with those of early 1939. 
However, early resumption of divi- 
dend payments is not anticipated. 
Recent disappointing market action 
can largely be ascribed to the irreg- 
ularities of the market in general 
rather than to factors pertaining to 
the individual issue. Longer term 
speculative holdings need not be dis- 
turbed at this time. 
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OPPER has served man for some 5500 years 

—yet today, as never before, the “red metal” 
is indispensable to civilization. Continuing the 
trend started sixty years ago when the great Ana- 
conda mines at Butte, Montana began systematic 
production at the dawn of our electrical age, copper 
in abundance is available to foster new achieve- 
ments in raising our standards of living. 


Copper’s most vital service is of course rendered 
to the electrical industry. For without great quan- 
tities of copper, the growth of electricity would 
have been immeasurably retarded. Yet the devel- 
opment of new alloys and new products has ex- 





INEXPENSIVE ITEM 
IN THE BUDGET OF CIVILIZATION 


tended copper’s applications far beyond its useful- 
ness as a conductor of electricity. In our homes 
and automobiles, in heating, refrigeration and air 
conditioning, even in the welding shops that have 
teplaced the village blacksmith, there you will find 
copper and its alloys serving economically and well. 


Because of its adaptability to varied requirements 
. « « because its rustlessness imparts exceptional 
durability . . . copper is economical indeed. Of all 
commercial metals, copper and its many useful al- 
loys combine to best advantage the properties of 
high electrical and thermal conductivity, worka- 


bility, strength and resistance to corrosion. ,...., 


AusZowoh 


ANACONDA COPPER MINING COMPANY 


25 Broadway 


New York 





Simmons Co. 


In your estimation, what are present 
chances of Simmons appreciating to 35 this 
year? In 1938, I bought 150 shares at this 
price. Despite 1939 earnings, over $4 million 
better than in 1988 and higher dividends, the 
stock does not seem to respond. Are the 
furniture and textile divisions doing as well 
as expected?—H. T., San Francisco, Calif. 


Manufacturing bedding, metal 
furniture, springs and textiles which 
are well known and widely adver- 
tised, Simmons Co. is a leading fac- 
tor in the home furnishings field. 
Sales of mattresses, bed springs, and 
metal beds account for about 70% 


of total volume. Although activ- 
ities are worldwide, foreign opera- 
tions are said to account for less 
than 10% of gross. Sales and earn- 
ings show rather wide cyclical vari- 
ations. However, since 1934 good 
sized earnings have been the rule. 
In 1938 $1.42 per capital share was 
realized which compared with $2.88 
a share in 1937. At last accounts 
the working capital position was 
satisfactory. Capitalization is com- 
prised of 1,158,236 capital shares 
and funded debt of $10,000,000. The 
concern is thought to have earned 
moderately better than $2 a share 
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in 1939. Raw material costs have 
increased but the probabilities are 
that profit margins can be relatively 
well maintained through the medium 
of price advances. Sales in this 
country are likely to remain satis- 
factory in line with present relatively 
high levels of public purchasing 
power. Having manufactured army 
cots in the last war the concern may 
again receive business of this type. 
Recent earnings gains may be further 
extended over coming months. Lib- 
eral dividend treatment is likely to 
continue. Whether or not the shares 
will be able to approach the purchase 
price of 35 within the year we nat- 
urally are unable to say, but in view 
of the fairly good earnings outlook 
we feel that present holdings might 
be held for the time being. 





Glidden Co. 


Should I continue to hold, or sell on the 
next bulge, 150 shares of Glidden common 
purchased at 27? Would appreciate your lat- 
est forecast for this company. The resumption 
of the 50 cent common dividend was encour- 
aging but I am wondering if rising costs might 
not cut future profit margins. Has the com- 
pany’s operations in naval stores been profit- 


able?—E. E. H., Hollywood, Calif. 


Glidden Co. producing a _ wide 
range of diversified products, con- 
ducts its business under four main 
divisions: (1) food products, (2) 
paints and varnishes, (3) chemicals 
and pigments and, (4) soya bean 


products. An active research de- 
partment is maintained and new 
products are constantly being in- 
troduced. Sales of food products, 
which remain relatively stable, nor- 
mally account for about 50% of 
volume, while paints and chemicals, 
the demand for which tends to fol- 
low the trend of business in general 
normally account for about one half 
of earnings. Large stocks of agri- 
cultural products are carried and 
sizable inventory profits or losses are 
incurred from time to time. The 
past earnings record has been some- 
what erratic with net income in the 
term completed October 31, last, be- 
ing equal to $1.70 per common share 
as against a loss of 29 cents a share 
the year before. Finances are in 
sound shape with cash alone, as of 
the fiscal year end, exceeding cur- 
rent liabilities by $986,161. The 
$25,421 common shares are pre- 
ceded in the capital structure by 
199,940 $2.25 preferred shares and 
long term notes payable of $3,750,- 
0600. Results in November and 
December were above year earlier 
levels. With demand for paints and 
chemicals expected to remain satis- 
factory over coming months and 
vegetable oil prices having risen, the 
profits prospects in the present fiscal 
year appear encouraging at this time. 
There is no information available as 
to results in the naval stores busi- 
ness but it is becoming of increasing 
importance. Dividends have been 





resumed and additional payments 
from time to time appear quite 
possible. Since we are of the opinion 
that the major trend of the market 
is upward we would advise continued 
long term speculative retention of 
the shares. 





As the Trader Sees Today's 
Market 





(Continued from page 548) 


Of the cyclical groups without any 
outstanding war baby qualifications, 
the Chemicals showed the best ac. 
tion over the year as a whole. The 
top they set in September was above 
that of the previous year, and the 
group fully justified its description 
as one of progress in earnings and 
dividends. Behavior since Septen- 
ber and also in the last few weeks 
has been better than average. 

Food Stores and Tobaccos have 
recently moved up into territory not 
seen since 1937, and Food Brands 
has exceeded the 1937 high by close 
to 50%. In each case the explana- 
tion has been obvious in reports of 
improved profit margins. The 
Tobaccos were hard hit by switch- 
ing out of them and into more vola- 
tile issues in September, but their 
action has since been good while that 
of the two Food groups has been 
phenomenal. The limit to improve- 





DIVIDENDS RECENTLY DECLARED 





Company Rate Period 
Allegheny Ludlum 7% Pfd. 1.75 Q 
Alphe Portland Cement... . 25 Q 
American Arch 25 —_— 
American Chain & Cable 40 
Baldwin Locomotive 7% Ptd 1.05 s 
Bernsdell Oil 15 Q 
Butler Bros 45 — 
Cease (J. 1.) 7% 1.75 Q 
Ceterpiller Tractor 50 — 
Dome Mines. . 50 
Eston Mfg 15 
Elgin National Watch 25 
Fairbanks Morse... . . 25 
Fairbanks Morse extra 25 
Floride Power 7% Pid 1.75 Q 
Generel Foods 50 Q 
Glens Falls ins 40 Q 
Hemilton Watch 25 
Heyden Chemical 50 
Heyden Chemical specie! 25 
Hormel (G.A.)...... 50 - 
Kroger,G.&B....... 40 Q 


Stock of 

Record Payable Company 
2/15 3/1 Liggett & Myers Tobacco 
3/1 3/25 
2/19 3/1 Macy (R. H.).......... 
3/5 3/15 National Biscuit...... 

J; Zine; ..... ; 

2/17 3/1 
2/20 3/9 Norfolk & Western.... 
2/9 3/1 Otis Elevator 
3/12 4/1 Parker Pen......... 
2/15 2/29 Procter & Gamble.... 
3/30 4/20 Procter & Gamble extra 
2/5 2/23 Raybestos-Manhattan 
3/9 3/23 Royal Bank of Canada 
2/10 3/1 Sears Roebuck. 
e485 ; y ; Sterling Products 
1/26 2/15 Tidewater Assoc, Oil... 
dant is United Biscuit. . 
3/1 3/15 United Gas Imp 
2/19 3/1 
2/19 3/1 Westinghouse E. & M 
1/27 2/15 
2/2 3/1 S—Semi-annually. 


Stock of 


Rate Period Record Payable 
irae 1.00 Q 2/13 3/1 
50 Q 2/9 3/1 
.40 — 3/15 4/15 
50 — 2/17 3/9 
2.50 Q 2/29 3/19 
AS —_— 2/23 3/20 
25 Q 2/16 2/21 
50 Q 1/25 2/15 
25 —_— 1/25 2/15 
25 Q 2/29 3/15 
2.00 Q 1/31 3/1 
Py 5) Q 2/13 3/1 
95 Q 2/15 3/1 
45 Q 2/9 3/1 
25 — 2/13 3/1 
25 Q 2/29 3/30 
874 — 2/13 2/29 


All declarations on common unless otherwise specified. Q@ Quarterly 


a 
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ment in the earnings and dividends 
of these stocks is not to be seen in 
market action to date, although in 
the case of the Foods it has obvi- 
ously proceeded a considerable dis- 
tance already. 

Steels were in the limelight during 
ihe September war baby market, 
and their gains may have been over- 
magnified in many eyes. Actually 
the advance was not comparable on 
a percentage basis to that of the 
Sugars, and it was almost exactly 
duplicated, with both starting and 
fishing points the same, in the 
rally of a year earlier. The mark- 
down since then has been very 
severe, cancelling practically all the 
gain since late July. Support below 
current levels appears relatively 
strong, however, and indications are 
that the Steels should now be able 
to hold their own with the trend of 
the market as a whole and of other 
cyclical issues. 





Why? Steel Operations Up, 
Market Values Down 
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somewhat lesser tonnages—has pre- 
vailed. Moreover, many new out- 
lets for steel have been developed 
that were almost unthought of two 
decades ago. Refrigerators, furni- 
ture, stoves, air-conditioning equip- 
ment, electrical devices, high pow- 
ered transmission lines on a large 
scale and many other newer steel 
devices now contribute heavily to 
steel consumption. Steel buildings 
for residential purposes, prefabri- 
cated and of low initial cost as well 
as the more extensive use of light 
steel beams and other members for 
more pretentious homes are but two 
of the many potential future outlets 
for steels. The development of nu- 
merous alloys promise that steel will 
someday, at least, share fully if not 
dominate many fields that are now 
sacred to non-ferrous metals and 
other materials. Some idea as to the 
growth of consumption of these mis- 
cellaneous steels may be had by con- 
sideration of the fact that they now 
account for about 30% of all of the 
steel currently being produced. 

A comparatively recent develop- 
ment which may have some future 
bearing upon the prospects of the 
steel industry is the current T. N. 
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E. C. investigation into commodity 
prices, including steel. At present, 
the discussion seems to be revolving 
around the purely academic ques- 
tion of whether or not sharply lower 
prices during periods of economic 
depression would sufficiently stimu- 
late general business to overcome 
the lack of consumer demand for 
all products usually made from steel. 

The U. S. Steel Corp. has sub- 
mitted a study of the situation to 
the committee and a rebuttal has 
been forthcoming from the commit- 
tee expert. From the first inspection 
of the expert’s report it would seem 
that the Corporation and the com- 
mittee are talking at rather than to 
each other. 

Suffice it to say, steel prices as 
well as the prices of almost all other 
commodities have nearly always 
varied in response to the old—and 
as yet unrepealed—hw of supply 
and demand. In 1917, when the de- 
mand for steel was at its war-time 
peak, the composite steel price was 
4.191 cents a pound. By 1922, the 
average price of steel had declined 
about 42%. The recovery phase of 
the economic cycle was under way 
by that time but steel prices, due 
to increased available supplies and 
despite rising material and labor 
never recovered their 1917 
peak. In fact, prices declined with- 
out interruption from 1923, through 
1929 to 1933 when average steel 
prices reached 1.879 cents a pound, 
or 55% below the 1917 high. Aver- 
age steel prices have since risen about 
20% above the 1933 depression low 
although prices of iron ore and labor 


costs, 





are well above those of that year. 
The steel industry has outgrown 
its former status of a “custom” in- 
dustry and is now just as much a 
“production” industry as automo- 
biles or any other industry that must 
depend upon volume of output for 
profit. Continuous rolling of sheets 
and strips is now probably the most 
important of the steel industry’s 
activities. Due to heavy “set-up” 
costs and heavy plant investments, 
the mills must have relatively heavy 
runs just to meet expenses. It is 
doubtful that the reduction of prices 
in times of depression would stim- 
ulate demand for rolled products 
sufficiently to furnish even “break- 
even” tonnage, much less to elim- 
inate from the field the operators of 
hand operated mills which are often 
profitable on small runs. 
Practically all of the steel makers 
operated profitably last year even 
though many of them reached the 
first half of the year with small 
losses. Bethlehem Steel, which op- 
erated at 98.6% of capacity during 
the last quarter of the year as com- 
pared with an average of about 
70.1% of capacity during the third 
quarter, reported a gain in earrings 
of more than two hundred per cent 
in the last three months of the year. 
It is quite likely that most of the 
other large steel producers did com- 
paratively as well although Bethle- 
hem’s full year profits were assisted 
by the fact that the corporation 
had reported small profits in each of 
the three preceding quarters. The 


outlook for most steel companies 
earnings during the first quarter of 





this year is good, albeit, the results 
will probably be somewhat below 
those of the phenomenal fourth 
quarter of last year. 

From the foregoing comments it 
should be apparent that the stock 
market was not without justification 
in attempting to discount what has 
been aptly phrased “the best adver- 
tised depression.” However, as is 
customary with the stock market it 
would seem as if all of the adverse 
factors have received over-considera- 
tion while the more favorable pros- 
pects have had little, if any, weight 
in determining the market value of 
the steel shares. 





Companies Making New 
Profit Records 





(Continued from page 537) 


Increasing use of aluminum, stain- 
less steels and other light alloys in 
fields of air and rail transportation 
continued last year to benefit Alum- 
inum Co. of America, Climax Molyb- 
denum and Rustless Iron & Steel. 
Though there is a growing mar- 
ket for aluminum in the construc- 
tion of streamlined trains and even 
truck makers are putting more 
and more of the metal into lighter 
weight truck bodies, easily the 
most rapidly expanding and most 
promising outlet for continued 
growth is in the manufacture of air- 
craft. The British Government has 
contracted for the entire exportable 
surplus of Aluminum Company’s 
Canadian affiliate, Aluminium, Ltd., 
and is undertaking to increase pro- 
duction further in line with current 
war needs. The 1939 earnings esti- 
mate included in the table, inci- 
dentally, is thought to be the 
minimum figure the American com- 
pany will report, and actually re- 
ported profits may be several dol- 
lars higher. 

The emergence of U. S. Gypsum 
and National Gypsum among the 
topflight earners of 1939 was some- 
thing of a fluke insofar as the show- 
ing of the building materials com- 
panies in general was not altogether 
exemplary. The better performance 
of the gypsum companies was due 
to considerably expanded sales of 
wide margin fabricated lines. 

Cleveland Graphite Bronze, like 
not a few other concerns selling pri- 
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marily to the automotive industry, 
has found a promising new market in 
aircraft. The company has devel- 
oped a line of special bearings for 
aircraft engines which is expected to 
contribute increasingly to sales and 
earnings. 





For Profit and Income 





(Continued from page 565) 


turned upward toward the end of 
1939. 


Street Gossip 


Quite a sprinkling of companies 
earning less last year than in 1938 
are noted in reports now coming to 
hand, including, in addition to the 
farm equipments and most of the 
oils, such concerns are Commercial 
Investment Trust, Continental Baking, 
General Cigar, Pacific Lighting, Rem- 
ington Rand (9 months to December 
31) and Wayne Pump. * * * With the 





Forthcoming Dividend 
Meetings 





Date 
2/ 3* 
2/20 
3/28 
3/1 
3/ 8* 
3/ 1* 
2/20 
2/15* 
2/23* 
3/12 


Company 
Abbott Laboratories Pfd. & Com..... 
Aero Sup. Mfg “A” 


Chesapeake & Ohio Pfd. & Com..... 
Chrysler 

Cluett Peabody Pfd. & Com 

Detroit Edison 

De Pont Pid; BCom: ..... 0.665565 2/19 
Electric Auto-Lite 2/23* 
Endicott Johnson Pfd. & Com : 3/4 
Firestone. . e 3/22* 
Florence Seve 3/15* 
Gen'l Mills 3/22* 
Gen'l Printing Ink Pfd. & Com 3/6 
Hecker Products : 3/27 
Helme (G. W.) Pfd & Com.......... 2/28 
Int'l Harvester 2/15 
Island Creek Coal Pfd. & Com....... 3/12 
Kaufman Dept. Stores 3/13* 
Kennecott Copper 2/20 
Lehman Corp 3/6 
3/26 
3/12* 
2/27 
3/11* 
2/20 
3/18* 
3/26 


Nat. Cash Register................. 
Nat. Lead Pfd. B"' & Com....... ; 
Okla. Nat. Gas Pfd. & Com 

Penick & Ford 

Phila. Co. 6% Pfd, & Com 

Reading Co 

Royal Typewriter Pfd. & Com 3/27 
So. Penn Oil 2/26 
Standard Oil of N. J............... : 5/1 
Texas Gulf Sulphur 2/15 
Union Carbide & Carbon 2/27* 
Van Norman Mach. Tool.......... 2/23* 
Waldorf System 2/19* 


All meetings are on common stocks unless 
otherwise specified. *Approximate date. 





liquor stocks acting poorly and 
Cola, Canada Dry and Loft doing y 
both earnings and marketwise, { 
soft drinks seem to have it all gi 
the hard. * * * One of the Streg 
leading bond analysts opines 
there is only one cheap obligation 
the list: Public Service of Color 
3l%s of 64. * * * S E C is currently 
center of investment interest sing : 
is believed that disposal of a numbe 
of decisions now pending before’ 
may release in the neighborhood { 
$1 billion of utility financing. * #4 
Meanwhile, with 1939 rail net operat 
ing income recovering to 1937 level 
IC C is taking steps toward facilita 
tion of large scale mergers. 





Happening in Washington 





(Continued from page 531) 


of an armaments boom to do much 
pump-priming. : 


Madison oil case decision by 
preme Court, due in few weeks, may 
be land-mark in anti-trust interpre 
tation, since major question on ap 
peal is whether competitors cal 
combine to stabilize markets and 
reduce evils of competition if com 
sumers don’t suffer. Will also show 
how the “New Deal Court” feel 
toward big business, though Mur 
phy probably won't participate 
Odds are majority will reverse cit 
cuit court and find oil compan 
guilty. 


Wage-hour law will not be repealed 
despite demand by U. S. Chambe 
of Commerce. In fact, prospect 
for substantial amendment are gel 
ting slim. But a key to Congres 
attitude will be had on vote @ 
appropriation, as wage-hour divisid 
has ambitious plans for enforcemell 
machinery and operation of mailj 
industry committees. 


Building trust drive by Justice De 
partment is under terrific fire from 
labor unions, but Department sho 
no signs of wavering as yet. How 
ever, Jackson is not as righteous 4 
crusader as Murphy and if he Mi 
the Presidential bee he might wa 
to curry A. F. of L. favor by “ 
examining” the policy which r 
held unions subject to the @ 
trust laws. 
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